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Utilities Services of South Carolina, Inc.
Summary of Cost of Capital and Fair Rate of Return
Based on the Actual Consolidated Capital Structure of Utilities, Inc. at December 31, 2006

Type of Capital __Ratios (1) Cost Rate Weighted Cost Rate
Total Debt 59.83% 6.60% 3.84% 3.84%
Common Equity 4017 % 11.40% - 12.00% (2) 4.58% 4.82%
Total 100.00% 8.42% - 8.66%

(1) From Exhibit B, Page 5 of the Application of Utilities Services of South Carolina, Inc.. for adjustment of rates and
charges for the provision of water and sewer service and modification of rate schedules.

(2) Based upon informed judgment from the entire study, the principal results of which are summarized on page 2 of
this Schedule.



Utilities Services of South Carolina, Inc.

Brief Summary of Common Equity Cost Rate

No. Principal Methods
1 Discounted Cash Flow Model (DCF) (1)
2. Risk Premium Model (RPM) (2)
3. Capital Asset Pricing Model (CAPM) (3)
4. Comparable Earnings Model (CEM) (4)
5. indicated Range of Common Equity
Cost Rate before Adjustment for
Business Risk
6. Business Risk Adjustment (5)
7. Indicated Range of Common Equity
Cost Rate after Adjustment for
Business Risk
8 Financial Risk Adjustment (6)
9. Recommended Range of Common
Equity Cost Rate after Adjustment
for Business and Financial Risk
Notes: (1) From Schedule PMA-5 of this Exhibit.

@
3)
4)
®)

6)

From page 1 of Schedule PMA-10 of this Exhibit.
From page 1 Schedule PMA-11 of this Exhibit.
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Proxy Group of Four

Proxy Group of Eight Value Line (Standard
AUS Utility Reports Edition) Water
Water Companies Companies
98 % 101 %
10.8 11.0
10.2 10.5
14.3 142
10.80 % -- 11.40 %
0.30 0.30
11.10 % -- 11.70 %
0.30 0.30
1140 % -- 12.00 %

|

From pages 2 and 5 of Schedule PMA-12 of this Exhibit.
Business risk adjustment to reflect Utilities Services of South Caroalina, Inc.’s greater
business risk due to its small size relative to each proxy group as detailed in Ms. Ahern's

accompanying direct testimony.

Financiel risk adjustment to reflect Utilities Services of South Caroling, Inc.'s greate
financial risk relative to each proxy group as detalied in Ms. Ahern's accompanying direct



Line No.

1. Utilities Services of South Carolina, Inc.
Based upon the Proxy Group of Eight AUS Utility
A Reports Water Companies

ibbotson Associates’ Slze Premia for the Decile Portfolios of the NYSE/AMEX/NASDAQ

Ulilities Services of South Garolina, Inc.
Denvation of Investment Risk Adjustment Based upon

N

Applicable Decile

(B

Based upon the Proxy Group of Four Value Line
B. (Standard Edition) Water Companies

2. Proxy Group of Eight AUS Utility Reports Water
Companies

Proxy Group of Four Vaiue Line (Standard Edition) Water
3. Companies

See page 4 for notes.

of the " ; Spread from
Total Capitalization (incl. Short-Term Market Capitalization on July 10, NYSE/AMEX/ Apﬂgﬁfjﬁ'ze Applicable Size
Debt) for the Year 2006 2007 (1) NASDAQ Premium (2)
( millions ) (times larger) ( millions ) (times largen)
$ 6.591 (3)
3 14,988 10 (4) 6.27% (5)
3 15.074 10 (4} 6.27% (8)
$ 555.480 (8) 843 x $ 710.535 474 x 8-3(7) 2.49% {8) 3.78%
$ 898.745 (9) 136.4 $ 1,158.741 76.9 7 (10) 1.62% (11 4.65%
Recent Total Recent
Number of Market Average
Decile Companies Capitalization (10) Market
{ millions ) ( millions )
1 - Largest 168 $9,586,846.750 $57,064.564
2 179 2,148,609.950 12,003.408
3 198 1,126,434.240 5,689.062
4 184 624,621.080 3,394.680
5 208 492,840.110 2,358.087
6 264 428,711.640 1,623.908
7 291 333,661,890 1,146.604
8 355 284,416,720 801.171
9 660 298,400,730 452,122
10 - Smallest 1744 229,218.310 131.433 v w
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Utilities Services of South Carolina, Inc.
Derivation of Investment Risk Adjustment Based upon
Ibbotson Associates’ Size Premia for the Decile Portfolios of the NYSE

From page 5 of this Schedule.

Line No. 1 —- Line No. 2 and Line No. 1 — Line No. 3 of Columns 3 and 4, respectively. For example, the
3.78% in Column 5, Line No. 2 is derived as follows 3.78%% = 6.27% - 2.49%.

Company provided.

With an estimated market capitalization of $14.988 million (based upon the proxy group of eight AUS
Utility Reports water companies) and $15.074 miilion (based upon the proxy group of four Value Line
(Standard Edition) water companies), Utilities Services of South Carolina, Inc. falls in the 10™ decile of
the NYSE/AMEX/NASDAQ which has an average market capitalization of $131.433 as shown in the
table on the bottom half of page 3 of this Schedule.

Size premium applicable to the 10™ decile of the NYSE/AMEX/NASDAQ as shown on page 15 of this
Schedule.

From page 1 of Schedule PMA-3.

With an estimated market capitalization of $710.535million, the proxy group of eight AUS Utility Reports
water companies falls between the 8" and 9™ deciles of the NYSE/AMEX/NASDAQ which have an
average market capitalization of $626.647 million as can be gleaned from the information shown inthe
table on the bottom half of page 3 of this Schedule.

Average size premium applicable to the 8™ and 9" deciles of the NYSE/AMEX/NASDAQ as can be
gleaned from the information shown on page 15 of this Schedule.

From page 1 of Schedule PMA-4.

With an estimated market capitalization of $1,158.741 million, the proxy group of four Value Line
(Standard Edition) water companies falls in the 7" decile of the NYSE/AMEX/NASDAQ which has an
average market capitalization of $1,146.604 million as shown in the table on the bottom half of page 3
of this Schedule.

Size premium applicable to the 7" decile of the NYSE/AMEX/NASDAQ as shown on page 15 of this
Schedule.

Source of Information: Ibbotson Associates, Stocks, Bonds, Bills and Inflation — Valuation Edition ~ 2007

Yearbook, Morningstar, Inc., Chicago, IL, 2007



Utilities Services of South Carofing, Inc
Market Capitalization of Utilities Services of South Carolina, Inc.

the Proxy Group of Eight AUS Utility Reports Water Companies and the

the Prox

1 2 3

Common Stock Shares

roup of Four Value Line (Standard {Edition) Water

Book Value per Total Common

ompanies

1
(53]

Closing Stock Market-to-Book

a0

Market

Qutstanding at March 31, Share at March 31, Equity st March Market Price on Ratio at July 10, Capitalization on
Company. 2007 2607 (1) 31, 2007 July 10, 2007 2007 (2) July 10, 2007 (3)
( miliions ) ( mutlions ) { millions |
Utilities Services of South Caroiina, Inc. NA (4) NA $ 6.591_(4) NA
Based upon the Proxy Group of Eight AUS Utiiity Reports 2274 % (8 _$ 14.988 (6)
Water Companies
Based upon the Proxy Group of Four Value Line
{Standard Edition) Water Companies 2287 % (7Y 8 15.074 (8)
American States Water Co. 17.085 3 16.847 3 287.319 % 35.260 209.3 % $ 601.359
Agqua America, inc. 133.261 6.965 928,164 22,260 319.9 2.969.056
Artesian Resources Corp. 6.273 14.659 91,958 19.200 131.0 120.442
California Water Service Group 20.669 18,100 373.830 36.680 202.7 757.979
Connecticut Water Service Inc. 8.304 11,928 99.049 24.580 206.1 204.112
Middlesex Water Company 13.168 9.808 128,121 18.860 192.3 248.348
SJW Corp. 18,312 12,435 227.707 31.970 257.1 585.435
Yark Water Company 11.218 5.854 65.672 17610 300.8 197.549
Average 28.531 $ 12.074 $ 275.365 $ 25.808 2274 % $ 710.535
e S
Proxy Group of Four Value Line (Standard Edition) Water
Companies
American States Water Co. 17.055 $ 16.847 § 287.318 $ 35.260 2083 % $ 601.359
Aqus America, Inc. 133.261 6.965 928.164 22.280 3189 2,969.055
Califorma Water Service Group 20889 18.100 373.930 36.690 2027 757.979
Southwest Water Company 24.026 6.977 167.641 12.760 182.9 306.572
48.750 $ 12.222 $ 439.264 3 26.748 2287 % $ 1,158.741

Notes:

NA = Not Available

(1) Column 3/ Column 1.
(2) Column 4/ Column 2,
(3} Column 5 * Column 3.
(4} Company-provided at June 30, 2007

(5) The market-to-book ratio of Utilities Services of §

10, 2007 of the praxy group of eight AUS Utility Reports watar companies.

(6) Utilities Servi

ces of South Caraiina, Inc.'s common stoc

July 10, 2007 of the proxy group of eight AUS Utility Reports water companies,
at July 10, 2007 would therefore have been §14.988 million. ($14.988 = $6.591 ~227.4%).

capitalization
(7

The market-to-book ratic of Utilities Services of South Carolina,

227.4%, and Utilities Services of South Carolina, Inc.'s market

10, 2007 of the proxy group of four Value Line (Standard Edition) water comparnies.

8

July 10, 2007 of the proxy g

capitalization

Utilities Services of South Carolina, Inc.'s common stock, if traded, would trade at a market-to-book ratio equal 1o the average market-to-book
roup of four Value Line (Standard Edition) water companies, 228,

at July 10, 2007 would therefore have been $15.074 million. ($15.074 = $8.591 * 228.7%).

Source of Information: Stendard & Poor's Compustat Services, Inc. Research Insight PCPIus Data Base

finance.yahoo.com

7%, and Ulilities Services of South Carolina, Inc.'

outh Carolina, Inc. at July 10, 2007 i1s assumed to be equal to the average market-to-book ratio at July

k, if traded, would trade at a market-lo-book ratio equal to the average market-to-book ratio at

Inc. at July 10, 2007 is assumed to be equal to the average market-to-book ratio at July
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Stocks, Bonds, Bills,
and Inflation

Market Results for
1926-2006
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Schedule PMA-1
Page 6 of 18

2007 Yearbook
Valuation Edition
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Chapter 7

Firm Size and Return

The Firm Size Phenomenon

One of the most remarkable discoveries of modern finance is that of a relationship between firm
size and return. The relationship cuts across the entire size spectrum but is most evident among
smaller companies, which have higher returns on average than larger ones. Many studies have looked
at the effect of firm size on return.' In this chapter, the returns across the entire range of firm size

are examined.

Construction of the Decile Portfolios

The portfolios used in this chapter are those created by the Center for Research in Security Prices (CRSP)
at the University of Chicago’s Graduate School of Business. CRSP has refined the methodology of cre-
ating size-based portfolios and has applied this methodology to the entire universe of
NYSE/AMEX/NASDAQ-listed securities going back to 1926.

The New York Stock Exchange universe excludes closed-end mutual funds, preferred stocks, real
estate investment trusts, foreign stocks, American Depository Receipts, unit investment trusts, and
Americus Trusts. All companies on the N'YSE are ranked by the combined market capitalization of their
eligible equity securities. The companies are then split into 10 equally populated groups, or deciles.
Eligible companies traded on the American Stock Exchange (AMEX) and the Nasdaq National Market
(NASDAQ) are then assigned to the appropriate deciles according to their capitalization in relation to
the NYSE breakpoints. The portfolios are rebalanced, using closing prices for the last trading day of
March, June, September, and December. Securities added during the quarter are assigned to the
appropriate portfolio when two consecutive month-end prices are available. If the final NYSE price of
a security that becomes delisted is a month-end price, then that month’s return is included in the
quarterly return of the security’s portfolio. When a month-end NYSE price is missing, the month-end
value of the security is derived from merger terms, quotations on regional exchanges, and other sources.
If 2 month-end value still is not determined, the last available daily price is used.

Base security returns are monthly holding period returns. All distributions are added to the month-
end prices, and appropriate price adjustments are made to account for stock splits and
dividends. The return on a portfolio for one month is calculated as the weighted average of the
returns for its individual stocks. Annual portfolio returns are calculated by compounding the monthly
portfolio returns.

Size of the Deciles

Table 7-1 reveals that the top three deciles of the NYSEJAMEX/NASDAQ account for most of the total
market value of its stocks. Nearly two-thirds of the market value is represented by the first decile, which
currently consists of 168 stocks, while the smallest decile accounts for just over one percent of the

1 Rolf W. Banz was the first to document this phenomenon. See Banz, Rolf W. “The Relationship Between Returns and Market
Value of Common Stocks,” Journal of Financial Economics, Vol. 9, 1981, pp. 3-18.

Morningstar, Inc. 129
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Chapter 7

market value. The data in the second column of Table 7-1 are averages across all 81 years. Of course,
the proportion of market value represented by the various deciles varies from year to year.

Columns three and four give recent figures on the number of companies and their market
capitalization, presenting a snapshot of the structure of the deciles near the end of 2006.

Table 7-1
Size-Decile Portfolios of the NYSE/AMEX/NASDAQ Size and Composition,
1926 through September 30, 2006

Recent

Historical Average Recent Decile Market Recent

P ge of Number of Capitalization Percentage of

Decile Total Capitalization Companies {in thousands) Total Capitalization
1-targest 63.26% 168 $9,586,846,750 61.64%
2 13.97% 179 2,148,608,950 13.81%
3 757% 198 1,126,434,240 7124%
4 473% 184 624,621,080 4.02%
5 3.24% 209 492,840,110 317%
6 2.38% 264 428,711,640 2.76%
7 1.74% 51 333,661,890 2.15%
B 1.28% 355 284,415,720 1.83%
9 1.00% 560 298,400,730 1.92%
10-Smallest 0.82% 1,744 228,218,310 1.47%
Mid-Cap 3-5 15.54% 591 2,243,894,380 1541%
Low-Cap 6-8 5.41% 1o 1,046,788,110 7.18%
Micro-Cap 3-10 : 1.83% 2,404 527,619,100 362%

Source: © 200703 CRSP® Center for Research in Security Prices. Graduate School of Business, The University of Chicage.
Used with permission. All rights reserved. www.cisp.uchicago.edu.

Historical average percentage of total capitalization shows the average, over the last Bl years, of the decile market values
as a percentage of the total NYSE/AMEX/NASDAQ calculated each month. Number of companies in deciles. recent market
capitalization of deciles, and recent percentage of total capitalization are as of September 30, 2005.

Table 7-2 gives the current breakpoints that define the composition of the NYSEJAMEX/NASDAQ size
deciles. The largest company and its market capitalization are presented for each decile. Table
7-3 shows the historical breakpoints for each of the three size groupings presented throughout this
chaprer. Mid-cap stocks are defined here as the aggregate of deciles 3—5. Based on the most recent data
(Table 7-2), companies within this mid-cap range have market capitalizations at or below
$7,777,183,000 but greater than $1,546,588,000. Low-cap stocks include deciles 6-8 and currently
include all companies in the NYSE/AMEX/NASDAQ with market capitalizations at or below
$1,946,588,000 but greater than $626,955,000. Micro-cap stocks include deciles 9-10 and include
companies with market capitalizations at or below $626,955,000. The market capitalization of the
smallest company included in the micro-capitalization group is currently $2,247,000.

130 SBB! Valuation Edition 2007 Yearbook
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Firm Size and Return

Table 7-2

Size-Decile Portiolios of the NYSE/AMEX/NASDAQ, Largest Company
and lis Market Capitalization by Decile

September 30, 2006

Market Capitalization
of Largest Company

Decile {inth ds) Company Name
1-Largest $371,187,368 Exxon Mobil Corp.
2 16.820,566 EOG Resources Inc
3 7,771,183 Xcel Energy Ine
4 4,085,184 First American Corp./CA
5 2,848,771 Scotts Miracle Gro Co.
6 1,945,588 DRS Technologies inc.
7 1,378,476 ESCO Technologies Inc
8 976,624 Knoll Inc
9 626,955 Bandag Inc
10-Smallest 314,433 M & F Worldwide Corp.

Saurce. Center for Research in Security Prices, University of Chicago

Presentation of the Decile Data

Summary statistics of annual returns of the 10 deciles over 1926-2006 are presented in Table 7-4. Note
from this exhibit that both the average return and the total risk, or standard deviation of annual returns,
tend to increase as one moves from the largest decile to the smallest. Furthermore, the
serial correlations of returns are near zero for all but the smallest two deciles. Serial correlations and
their significance will be discussed in detail later in this chapter.

Graph 7-1 depicts the growth of one dollar invested in each of three NYSE/AMEX/NASDAQ
groups broken down into mid-cap, low-cap, and micro-cap stocks. The index value of the entire
NYSE/AMEX/NASDAQ is also included. All returns presented are value-weighted based on the
market capitalizations of the deciles contained in each subgroup. The sheer magnitude of the size effect
in some years is noteworthy. While the largest stocks actually declined 9 percent in 1977, the
smallest stocks rose more than 20 percent. A more extreme case occurred in the depression-recovery
year of 1933, when the difference berween the first and tenth decile returns was far more
substantial, with the largest stocks rising 46 percent, and the smallest stocks rising 224 percent. This
divergence in the performance of small and large company stocks is a common occurrence.

Motningstar, Inc 131
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Table 7-3
Size-Decile Portfolios of the NYSE/AMEX/NASDAQ
Largest and Smallest Compary by Size Group

from 1926 101965

Capitalization of Largest Company Capitalization of Smaliest C
fin thousands) {in thovsands)
Date Mid-Cap Low-Cap Micro-Cap Mid-Cap Low-Cap Micro-Cap
{Sept 30} 35 65-8 8-10 35 5-8 9-10
1826 $61,450 $13,835 §4,263 $13.860 $4,278 $43
1827 365,078 $14,522 $4,450 $14,664 34,496 $65
1928 $81,085 $18,788 $5119 318,801 $5.170 $135
1829 $103.,054 $24,300 $5.850 $24,328 35.862 $118
1930 $66,750 $12.918 $3,356 $13,050 $3,359 $30
1831 $43,120 $8,142 $1,944 $8.222 $1.846 315
1932 $12,667 $2.208 3468 $2,223 $469 $18
1933 $40,288 $7.280 $1,875 £7,346 $1.892 $120
1934 $38,018 $6,638 $1,691 $6,669 $1.922 $69
1935 $37,531 $6,543 $1,350 $6.605 $1.383 $38
1936 $46,380 $11,526 $2,800 $11,563 $2,801 $98
1337 $51,750 $13,635 $3,563 $13,793 $3,600 368
1338 $36,102 $8.372 $2,195 $B,400 $2,200 $60
1933 $35,409 $7.478 $1.854 $7.500 $1.860 $75
1340 330,330 $8,007 51,872 38,130 $1.329 $51
1943 $31.398 $8,336 $2,087 $8,357 $2,300 72
1942 $26,037 $6.870 51,779 $6,875 $1.788 $82
1843 $42, 11 $11,463 $3,847 $11,475 $3,903 $395
1944 $46,221 313,066 $4.812 $13,068 $4.820 $303
1945 $55,268 $172.575 36,428 $17,584 $6,466 $225
1946 $77.784 $24,192 310,148 $24,198 310,168 $828
1547 $57,942 $17,735 $6,380 $17.872 $6.410 3747
1948 $67.238 $19,632 §7.328 $18,651 37,348 3784
1943 $56,082 $14,543 $5,108 $14,577 $5,112 3379
1950 $66,143 318,675 $6,225 $18,700 $6,243 $303
1951 $82,517 $22,750 $7.598 $22,860 37,600 $658
1952 $97,936 $25,452 $8,480 $25,532 $8,551 $480
1953 $98,535 $25,374 $B,168 $25,395 $8,177 3459
1954 $125,834 $29,707 $8,488 $28,791 $8,502 $463
1955 $170,828 $41,681 $12,444 341,861 $12,524 3553
1956 $183,732 $46,886 $13,623 $47,103 $13,658 $1.122
1957 $194,300 $47,658 $13,848 $48,508 $13,850 $925
1958 $195,536 $46,774 313816 $46.871 314,015 $550
1958 $256,283 $64,110 $19,548 $64.221 $18,701 $1.804
1360 $252,282 $61,529 $18,344 $61,596 $19,385 $831
1961 £301,464 $77,9%8 $23,562 $78,976 $23,613 $2,455
1962 $250,786 $58,785 $18,744 358,866 $18,952 $1.018
1963 $308B,903 $71,846 323,827 71971 $24,056 $29%
1964 $349,675 $78,508 325,585 §79.937 $25,607 3223
1965 $365,675 $84,600 $28,483 $85,085 $28,543 $250

Source: Center for Research in Security Prices, University of Chicago

132 SBB Valuation Edition 2007 Yearbook
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Table 7-3 (continued)
Size-Decile Pertiolios of the NYSE/AMEX/NASDAQ
Largest and Smallest Company by Size Group

from 1966 to 2006
Capitalization of Largest Company Capitalization of Smallest Company
{in thousands) {in thousands)

Date Mid-Cap Lew-Cap Micro-Cap Mid-Cap Low-Cap Micro-Cap
(Sept 30) 35 58 310 3-5 62 9-10
1966 $403.137 $99.360 $34,884 $100,107 $34,966 $381
1967 $458,438 $118,988 $42.188 $119,635 $42,237 $381
1968 $531.306 $150,833 $60,543 $151,260 360,718 $592
1969 $518,485 $146,792 $54,353 $147,311 $54,503 $2,118
1970 $362.884 $94,754 $29.916 $94,845 $29,932 $822
1871 $551,690 $147 426 $45,570 $147.810 $45,571 $865
1972 $557,181 $143,835 $45,728 $144,263 $46,757 $1.031
1973 $431,354 $96.,699 $28,352 $96,710 $29.430 $561
1974 $356,876 $79.878 $23,355 $80.280 $23,400 $444
1975 $477,054 $102,313 $30,353 $103,283 $30,394 $540
1976 $566,296 121,717 $34,864 $121,992 $34,901 $564
1977 $584,577 $138,196 $40,700 $139,620 $40,765 $513
1978 $580,881 $164,093 $47,827 $164,455 $48,038 $830
1979 $665,013 $177,378 $51,197 $177,769 $51,274 $948
1380 §762,145 $199,312 $50,496 $199,315 §50,544 $549
1981 $962,397 $764.690 $72,104 $264,783 372,450 $1,446
1982 $776.517 $210.301 $55,336 $210,630 $55,423 $1,060
1983 $1.209,911 $353,889 $104,382 $356,238 $104,588 $2.025
1984 $1.075,436 $315,865 $91,004 $316,103 $91,185 $2,033
1985 $1,440,436 $370,224 $94 875 $370,728 $94,887 3760
1986 $1.857,621 $448,015 $110,617 $448,462 $110,953 $706
1987 $2.058,143 $468,948 $113.418 $470,662 $113.430 $1.277
1988 $1,957 926 $421.340 $94,449 $421,675 $94,573 $636
1983 $2,145,947 $480,975 $100,285 $483,623 $100,384 $96
1990 LYRYAWAY) $474,065 $93,750 $474,477 $93,790 $132
1891 $2,128,863 $457,958 $87,586 $458,853 $87,733 $278
1992 $2,428,671 $500,327 $103,352 $500,346 $103,500 $510
1993 $2,705,192 $603,588 $137,105 3607,449 $132,137 $602
1994 $2,470,244 $596,053 $148,104 $597.975 $148,216 $598
1995 $2,789,938 $647,210 $155,386 $647,253 $155,532 $89
1996 $3,142,657 $751,316 $193,001 $751,680 $193,016 $1,043
1997 $3,484,440 $813,923 $228,900 $814,355 $229,058 $585
1938 $4,216,707 §925,688 $252,553 $826,215 $253,031 $1.671
1399 $4,251,741 $875,30% $220,3%7 $875,582 $220,456 $1,502
2000 $4,143,302 $840,000 $192,083 $840,730 $192,439 $1,393
2001 $5,356,315  $1,108,224 $265,734 $1,108,969 $265,736 $443
2002 $4,930326  $1,116,525 $308,580 $1,124,331 $308,245 $501
2003 $4,744580  $1,163,369 $329,060 $1,163,423 $329,529 $332
2004 $6,241953  $1,607,854 $505,437 $1,607,931 $506,410 $1,383
2005 $7,187,204  $1728,888 $586,393 $1,729,364 $587,243 $1,078
2006 $7.777,183  $1,946,588 $626,955 $1,947,240 $627,017 $2,247

Source. Center for Research in Security Prices, University of Chicago.

Morningstar, Inc. 133
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Table 7-4
Size-Decile Portfolies of the NYSE/AMEX/NASDAQ, Summary Statistics of Annuzl Returns
1926-2006

Geometric Arithmetic Standard Serial
Decile Mean Mean Deviation Correlation
1-Largest 96 1.3 13.06 008
2 110 133 072 603
3 113 138 35 -0.02
4 1.3 143 2578 —0.02
5 1.y 149 26 61 -0.02
6 18 15.3 2167 004
7 117 156 2380 001
8 11.9 16.6 377 0.04
9 121 17.5 36.31 0.05
10-Smallest 14.0 216 45.18 0.15
Mid-Cap, 3-5 11.4 14.2 2453 -0.02
tow-Cap, 6-8 18 157 29.34 0.03
Micro-Cap, 3-10 128 18.8 38382 0.08
NYSE/AMEX/NASDAQ 101 121 20.08 003

Total Value-Weighted Index

Source: Center for Resezrch in Security Prices, University of Chicago

Aspects of the Firm Size Effect

The firm size phenomenon is remarkable in several ways. First, the greater risk of small stocks does not,
in the context of the capital asset pricing model (CAPM), fully account for their higher returns over the
long term. In the CAPM only systematic, or beta risk, is rewarded; small company stocks have had
returns in excess of those implied by their betas.

Second, the calendar annual return differences between small and large companies are serially
correlated. This suggests that past annual returns may be of some value in predicting future annual
returns. Such serial correlation, or antocorrelation, is practically unknown in the market for large stocks
and in most other equity markets but is evident in the size premia.

Third, the firm size effect is seasonal. For example, small company stocks outperformed large com-
pany stocks in the month of January in a large majority of the years. Such predictability is surprising and
suspicious in light of modern capital market theory. These three aspects of the firm size effect—
long-term returns in excess of systematic risk, serial correlation, and seasonality—will be analyzed
thoroughly in the following sections.
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Graph 7-1

Size-Decile Portiolios of the NYSE/AMEX/NASDAQ: Wealth Indices of Investments in Mid-, Low-, Micro- and
Total Capitalization Stocks
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Long-Term Returns in Excess of Systematic Risk
The capital asset pricing mode} (CAPM) does not fully account for the higher returns of small company

stocks. Table 7-5 shows the returns in excess of systematic risk over the past 81 years for each decile of
the NYSE/AMEX/NASDAQ. Recall that the CAPM is expressed as follows:

k,=r,+(B.XERP)

Table 7-5 uses the CAPM to estimate the return in excess of the riskless rate and compares this estimate
to historical performance. According to the CAPM, the expected return on a security should consist of
the riskless rate plus an additional return to compensate for the systematic risk of the security. The
return in excess of the riskless rate is estimated in the context of the CAPM by multiplying the equity
risk premium by B (beta). The equity risk premium is the return that compensates investors for taking
on risk equal to the risk of the market as a whole (systematic risk).” Beta measures the extent to which
a security or portfolio is exposed to systematic risk.> The beta of each decile indicates the degree to
which the decile’s return moves with that of the overall market.

A beta greater than one indicates that the security or portfolio has greater systematic risk than the
market; according o the CAPM equation, investors are compensated for taking on this additional risk.
Yet, Table 7-5 illustrates that the smaller deciles have had retumns that are not fully explained by their
higher betas. This return in excess of that predicted by CAPM increases as one moves from the largest
companies in decile 1 to the smallest in decile 10. The excess return is especially pronounced for micro-
cap stocks (deciles 9—10). This size-related phenomenon has prompted a revision to the CAPM, which
includes a size premium. Chapter 4 presents this modified CAPM theory and its application in more
detail.

This phenomenon can also be viewed graphically, as depicted in the Graph 7-2. The security
market line is based on the pure CAPM without adjustment for the size premium. Based on the risk
(or beta) of a security, the expected return lies on the security market line. However, the actual historic
returns for the smaller deciles of the NYSE/AMEX/NASDAQ lie above the line, indicating that these

deciles have had returns in excess of that which is appropriate for their systematic risk.

2 The equity risk premium is estimated by the 81-year arithmetic mean return on large company stocks, 12.34 percent, less
the 81-year arithmetic mean income-return component of 20-year government bonds as the historical riskless rate, in this
case 5.21 percent. (It is appropriate, however, 10 match the maturity, or duration, of the riskless asset with the investment
horizon.) See Chapter 5 for more detail on equiry risk premium estimation.

3 Historical betas were calculated using a simple regression of the monthly portfolic (decile) toral rerurns in excess of the
30-day U.S. Treasury bill total retumns versus the sap 500 total rerucns in excess of the 30-day U.S. Treasury bill,
January 1926-December 2006. See Chapter 6 for more detail on beta estimation.
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Table 7-5
Leng-Term Retusns in Excess of CAPM Estimation for Decile Porifolios of the NYSE/AMEX/NASDAQ
19262006

Realized Estimated Size Premium

Arithmetic Return in Return in {Retusn in

Mean Excess of Excess of Excess of

Decile Beta® Retorn Riskless Rate** Riskless Ratet CAPM)
J-Largest 091 11.35% 6.13% 6.43% -0.36%
7 104 13.25% 8.04% 7.38% 8.65%
3 1.10 13.85% B.64% 1.82% 081%
4 113 13 28% 9.07% B.04% 103%
5 116 14 .92% 9.7 % 8.26% 1.45%
6 118 15.33% 10.11% B45% 167%
7 123 15.63% 10.42% 8.80% 1.62%
8 128 16.61% 11.39% 9.12% 228%
] 134 17.48% 12.27% 957% 2.70%
10-Smallest 1.4 21.57% 16.36% 10.08% 6.27%
Mid-Cap, 3-5 112 14.15% 8.94% 797% 897%
Low-Cap, 6-8 122 15.67% 10.46% B.70% 1.76%
Micio-Cap, 310 1.36 18.77% 13.56% 968% 388%

*Betas are estimated from monthly portfolio total returns in excess of the 30-day U S. Treasury bil total return versus the S&P 500 total returns
in excess of the 30-day U S Treasury bill, January 1926-December 2005,

**Historical riskless fate is measured by the 81-year arithmetic mean income return component of 20-year government bonds {5 21 peicent}

{Calculated in the context of the CAPM by multiplying the equity risk premium by beta. The equity risk premium is estimated by the arithmetic
mean total return of the S&P 500 (12 34 percent) minus the arithmetic mean income return component of 20-year government bonds
{5 21 percent) from 1926-2006

Graph 7-2
Security Market Line versus Size-Decile Portiolios of the NYSE/AMEX/NASDAO
1926-2006
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Further Analysis of the 10th Decile

The size premia presented thus far do a great deal to explain the return due solely to size in publicly
traded companies. However, by splitting the roth decile into two size groupings we can get a closer look
at the smallest companies. This magnification of the smallest companies will demonstrate whether the
company size to size premia refationship continues to hold true.

As previously discussed, the method for determining the size groupings for size premia analysis
was to take the stocks traded on the NYSE and break them up into 1o deciles, after which sfocks
traded on the AMEX and NASDAQ were allocated into the same size groupings. This same method-
ology was used to split the roth decile into two parts: 10a and 1ob, with 10b being the smaller of the
two. This is equivalent to breaking the stocks down into 20 size groupings, with portfolios 19 and 20
representing 10a and 1ob.

Table 7-7 shows that the pattern continues; as companies get smaller their size premium increases.
There is a noticeable increase in size premium from 10a to 10b, which can also be demonstrated
visually in Graph 7-3. This can be useful in valuing companies that are extremely small. Table 7-6
presents the size, composition, and breakpoints of deciles 102 and rob. First, the recent number of com-
panies and total decile market capitalization are presented. Then the largest company and its market
capitalization are presented.

Breaking the smallest decile down lowers the significance of the results cormnpared to results for the
1oth decile taken as a whole, however. The same holds true for comparing the 1oth decile with the
Micro-Cap aggregation of the gth and 1oth deciles. The more stocks included in a sample the more
significance can be placed on the results. While this is not as much of a factor with the recent years of
data, these size premia are constructed with data back to 1926. By breaking the 1oth decile down into
smaller components we have cut the number of stocks included in each grouping. The change over time
of the number of stocks included in the 1oth decile for the NYSE/AMEX/NASDAQ is presented in Table
7-8. With fewer stocks included in the analysis early on, there is a strong possibility that just a few
stocks can dominate the returns for those early years.

While the number of companies included in the 10oth decile for the early years of our analysis is
low, it is not too low to still draw meaningful results even when broken down into subdivisions 10a and
10b. All things considered, size premia developed for deciles 10a and 10b are significant and can be used
in cost of capital analysis. These size premia should greatly enhance the development of cost of capital
analysis for very small companies.

Table 7-6
Size-Decile Portiolies 10a and 10b of the NYSE/AMEX/NASDAQ,
Largest Cempany and Its Market Capitalization

September 30, 2006
Recent Decile Market Capitalization
Recens Number Market Capitalization of Largest Company Company
Decile of Companies {in thousands} {in thousands) Name
10a 511 124,268,473 314,433 M & F Worldwide Corp
10b 1,237 103,630,389 173,439 Great Lakes Bancorp Inc. New

Note: These numbers may not aggregate to equal decile 10 figures.
Source: Center for Research in Security Prices, University of Chicago
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Table 7-7
Leng-Term Returns in Excess of CAPM Estimation for Decile Porticlies of the NYSE/AMEX/NASDAG,
with 10th Dacile Split

1926-2006
Realized Estimated Size Premivm
Arithmetic Return in Return in {Retura in
Mean Excess of Excess of Excess of
Beta* Return Riskless Rate™* Riskless Ratet CAPM)
1-Largest 09 1135% 613% 6.49% ~0.36%
V4 1.04 13.25% 8.04% 7.38% 0.65%
3 110 13.85% 8.64% 782% 081%
4 113 14.28% 9.07% 804% 1.03%
5 1.16 14.92% 971% 826% 145%
6 118 15.33% 1011% 8.45% 167%
7 123 15.63% 10 42% 8.80% 162%
8 1.28 16 61% 11.39% 9.12% 2.28%
9 134 17 48% 1221% 957% 270%
103 143 1874% 14.53% 10.37% 435%
10b-Smatlest 138 24.78% 19.57% 9.89% 368%
Mid-Cap, 3-5 112 14 15% 894% 797% 0397%
Low-Cap, 6-8 122 1567% 10 46% 870% 176%
Micro-Cap, 8-10 1.36 18.77% 13.56% 368% 388%

*Betas are estimated from monthly portfolio total returns in excess of the 30-day U S. Treasury bill t0tal return versus the S&P 500 total retvins
in excess of the 30-day U.S Treasury bill, January 1826—-Dzcember 2006

**Historical riskless rate 1s measuied by the 81-year arithmetic mean income return component of 20-year government bonds (5 21 percent}

tCalculated in the context of the CAPM by multiplying the equity risk premium by beta The equity risk premium is estimated by the arithmetic
mean tota! return of the S&P 500 112 34 percent} minus the arithmetic mean income retusn component of Z0-year government bonds
[5 21 pescent) from 1826—-2006

Graph 7-3
Security Market Line versus Size-Decile Portiolios of the NYSE/AMEX/NASDAQ, with 10th Decile Split
1926-2006
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Table 7-8

Historical Namber of Companies for NYSE/AMEX/NASDAQ Decile 10
Sept. Number of Companies
1926 52*
1330 2
15940 78
1850 100
1960 108
1970 865
1880 685
1950 1,814
2000 1,927
2005 1,745
2006 1.744

*The fewest number of companies was 49 in March, 1926

Source: Center for Research in Security Prices, University of Chicago

Alternative Methods of Calculating the Size Premia

The size premia estimation method presented above makes several assumptions with respect to the
market benchmark and the measurement of beta. The impact of these assumptions can best be examined
by looking at some alternatives. In this section we will examine the impact on the size premia of using a
different market benchmark for estimating the equity risk premia and beta. We will also examine the
effect on the size premia study of using sum beta or an annual beta.*

Changing the Market Benchmark

In the original size premia study, the s&p 500 is used as the market benchmark in the calculation of the
realized historical equity risk premium and of each size group’s beta. The NYSE total value-weighted
index is a common alternative market benchmark used to calculate beta. Table 7-9 uses this market
benchmark in the calculation of beta. In order to isolate the size effect, we require an equity risk
premium based on a large company stock benchmark. The NYSE deciles 1-2 large company index
offers a mutnally exclusive set of portfolios for the analysis of the smaller company groups: mid-cap
deciles 3-5, low-cap deciles 6-8, and micro-cap deciles 9-10. The size premia analyses using these
benchmarks are summarized in Table 7-9 and depicted graphically in Graph 7-4.

For the entire period analyzed, 1926-2006, the betas obtained using the NYSE total value-
weighted index are higher than those obtained using the s&P soo. Since smaller companies had
higher betas using the NYSE benchmark, one would expect the size premia to shrink. However, as was
illustrated in Chapter 5, the equity risk premium calculated using the NYSE deciles 1-2 benchmark
results in a value of 6.41, as opposed to 7.13 when using the s&p 500. The effect of the higher betas
and lower eqnity risk premium cancel each other out, and the resulting size premia in Table 7-9 are
slightly higher than those resulting from the original study.

4 Sum beta is the method of beta estimation described in Chapter 6 that was developed to better account for the lagged
reaction of small stocks to market movements. The sum beta methodology was developed for the same reason that the
size premia were developed; small company betas were too small to zccount for all of their excess returns.
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Utilities

The utilitles rating methodology encompasses two basic
components: business risk analysis and financial analysis.
Evaluation of industry characteristics, the utility’s position
within that industry, its regulation, and its management
provides the context for assessing a firm’s financial condi-
tion.

Historical analysis is a tool for identifying strengths and
weaknesses, and provides a starting point for evaluating
finandal condition. Business position assessment is the
qualitative measure of a utility’s fundamental creditwor-
thiness. It focuses on the forces that will shape the utilities’
future.

The credit analysis of utilitles is quickly evolving, as
utilities are treated less as regulated monopolies and more
as entities faced with a host of challengers in a competitive
environment. Marketplace dynamics are supplanting the
power of regulation, making it critically fmportant to re-
duce costs and/or market new services in order to thwart
competitors’ inroads.

Markets and service area economy

Assessing service territory begins with the economicand
demographic evaluation of the area in which the utility has
its franchise. Strength of long-term demand for the product
is examined from a macroeconomnic perspective. This en-
ables Standard & Poor’s to evaluate the affordability of
rates and the staying power of demand.

Standard & Poor’s tries to discern any secular consump-
tion trends and, more importantly, the reasons for them.
Specific ftems examined include the size and growth rate
of the market, strength of the franchise, historical and
projected sales growth, income levels and trends in popu-
lation, employment, and per capita income. A utility with
a healthy economy and customer base—as illustrated by
diverse employment opportunities, average or above-av-
erage wealth and income statistics, and low unemploy-

ment—will have a greater capacity to support its opera-
tions.

For electric and gas utilitfes, distribution by customer
class is scrutinized to assess the depth and diversity of the
utility’s customer mix. For example, heavy industrial con-
centration is viewed cautiously, since a utility may have
significant exposure to cyclical volatility. Alternatively, a
large residental component ylelds a stable and more pre-
dictable revenue stream. The largest utility customers are
identifled to determine their importance to the bottomline
and assess the risk of their Joss and potential adverse effect
on the utility’s financial position. Credit concerns arise
when individual customers represent more than 5% of
revenues. The company or industry may play a significant
role in the overall economic base of the service area. More-
over, large customners may turn to cogeneration or alterna-
tive power supplies to meet thelr energy needs, potentially
leading to reduced cash flow for the utility (even in cases
where a large customer pays discounted rates and is not a
profitable account for the utility}. Customer concentration
Is less significant for water and telecommunication utili-
tles.

Competitive position

As competitive pressures have intensified in the utilitles
industry, Standard & Poor’s analysis has deepened to in-
clude a more thorough review of competitive position.

Electric utility competition

For electric utilitles, competitive factors examined in-
clude: percentage of firm wholesale revenues that are most
vulnerable to competition; industrial load concentration;
exposure of key custorners to alternative supplers; com-
merdal concentrations; rates for various customer classes;
rate design and flexibility; production costs, both marginal
and fixed: the regional capacity situation; and transmission
constraints. A regional foauss is evident, but high costs and
rates relative to national averages are also of significant
concern because of the potential for electricity substitutes
over time.

Mounting competition in the electric utility industry
derives from excess generating capacity, lower bartiers to
entering the electric generating business, and marginal
costs that are below embedded costs. Standard & Poor’s
has already witnessed declining prices in wholesale mar-
kets, as de facto retall competition Is already belng seen In
several parts of the country. Standard & Poor’s believes
that over the coming years more and more customers will
want and demand lower prices. Initial concerns focus on
the largest industrial loads, but other customer classes will
be increasingly vulnerable. Competition will not necessar-
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ily be driven by legislation. Other pressures will arise from
global competition and improving technologes, whether
it be the declining cost of incremental generation or ad-
vances In transmission capacity or substitute energy
sources like the fuel cell. It §s impossible to say precisely
when wide-open retall competition will occur; this will be
evolutionary. However, significantly greater competition
in retall markets is inevitable.

Gas utility competition

Similarly, gas utilities are analyzed with regard to their
competitive standing in the three major areas of demand:
residential, commerdal, and industrial. Although regu-
lated as holders of monopoly power, natural gas utilitles
have for some time been actively competing for energy
market share with fuel ofl, electricity, coal, solar, weod, etc.
The long-term staying power of market demand for natu-
ral gas cannot be taken for granted. In fact, as the electric
utility industry restructures and reduces costs, electric
power will become more cost competitive and threaten
certain gas markets. In addition, independent gas market-
ers have made greater inroads behind the dty gate and are
competing for large gas users. Moreover, the recent trend
by state regulators to unbundle utility services is ereating
opportunities for outsiders to market niche products. Dis-
tributors still have the upper hand, but those who do not
reduce and control costs, and thus rates, could find com-
petition even more difficult.

Natural gas pipelines are judged to carry a somewhat
higher business risk than distribution companies because
they face competition in every one of their markets. To the
extent a pipeline serves utilities versusindustrial end users,
its stability is greater. Over the next five years, pipeline
competition will heat up since many service contracts with
customers are expiring. Most distributor or end-use cus-
tomers are Jooking to reduce pipeline costs and are work-
ing to improve their Joad factor to de so. Thus, pipelines
will likely find it difficult to recontract all capacity in
coming years. Being the pipeline of choice Is a function of
attractive transportation rates, diversity and quality of
services provided, and capacity avallableineach particular
market. In all cases though, perjodic discounting of rates
to retain customers will occur and put pressure on profit-
ability.

Water utility competition

As the last true utility monopoly, water utilities face very
Httle competition and there is currently no challenge to the
continuation of franchise areas. The only exceptions have
been cases where investor-owned water companies have
been subject to condemnation and munidpalization be-
cause of poor service or political motivations. In that re-
gard, Standard & Poor’s pays close attentlon to costs and
rates in relation to neighboring utilities and national aver-
ages. (In contrast, the privatization of publicwater facilities
has begun, albelt at a sower pace than anticipated. This is
occurring mostly in the form of operating contracts and
public/private partnerships, and not In asset transfers.
This trend should continue as cittes look for ways to bal-
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ance thelr tight budgets.) Also, water utilities are not fully
fmmune to the forces of competition; in a few instances
wholesale customers can access more than one supplier.

Telephone competition

The Telecommunications Act of 1996 accelerates the con-
tinuing challenge to the local exchange companies’ {LECs)
century-old monopoly in the Jocal loop. Competitive ac-
cess providers (CAPs), both facilitles-based and resellers,
are aggressively pursuing customers, generally targeting
metropolitan areas, and promising lower rates and better
service.

Most long-distance calls are still originated and termi-
nated on the local telephone company network. To com-
plete such a call, the long-distance provider {including
AT&T, MCI, Sprint and a host of smaller interexchange
carriers or “IXCs") must pay the local telephone company
a steep “access” fee to compensate the local phone com-
pany for the use of Its lotal network. CAPs, In contrast,
build or lease facilities that directly connect customers to
their long-distance carrler, bypassing the local telephone
company and avolding access fees, and thereby can offer
lower long-distance rates. But the LECs are not standing
still; they are combating the loss of business to CAPs by
Jowering access fees, thereby reducing the economicincen-
tive for a high usage long-distance customer to use a CAP.
LECs are attempting to make up for the loss of revenues
from lower access fees by increasing basic local service
rates {or at least not lowering them), since basic service is
far less subject to competition. LECs are improving oper-
ating efficiency and marketing high margin, value-added
new services. Additionally, in the wake of the Telecommu-
nications Act, LECs will capture at Jeast sorne of the inter-
LATA long-distance market. As aresult of these Initiatives,
LECs continue to rebuild themselves—from the traditional
utility monopoly to leaner, more marketing oriented or-
ganizations. ”

While LECs, and indeed all segments of the telecommu-
nications sector, face increasing competition, there are fa-
vorable industry factors that tend to offset heightened
business risk and auger for overall ratings stability for most
LECs. Importantly, telecommunications fsa declining-cost
business. With increased deployment of fiber optics, the
cost of transport has fallen dramatically and digital switch-
ing hardware and software have yielded more capable,
trouble-free and cost-efficient networks. As a result, the
cost of network maintenance has dropped sharply, asillus-
trated by the ratio of employees per 10,000 access lines, an
oft cited measurement of efficency. Ratios as low as 25
employees per 10,000 lines are being seen, down from the
typical 40 or more employees per 10,000 ratio of only a few
years ago.

In addition, networks are far more capable. They are
increasingly digitally switched and able to accommodate
high-speed communications. The infrastructure needed to
accommodate switched broadband services will be built
into telephone networks over the next few years. These
advanced networks will enable telephone companies to
look to a greater variety of high-margin, value-added serv-
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ices. In addition to those current services such as call
waiting or caller ID, the delivery of hundreds of broadcast
and interactive video channels will be possible. While these
services offer the potential of new revenue streams, they
will simultaneously present a formidable challenge. LECs
will be entering the new (to them) arena of multimedia
entertainment and will have to develop expertise in mar-
keting and entertainment programming acumen; such
skills stand in sharp contrast to LECs’ traditional strengths
in engineering and customer service.

Operations

Standard & Poor’s focuses on the nature of operations
from the perspective of cost, reliability, and quality of
service. Here, emphasls is placed on those areas that re-
quire management attention in terms of time or money and
which, if unresolved, may lead to political, regulatory, or
competitive problems.

Operations of electric utilities

For electrics, the status of utility plant investment is
reviewed with regard to generating plant availability and
utilization, and also for compliance with existing and con-
templated environmental and other regulatory standards.
The record of plant outages, equivalent availability, load
factors, heat rates, and capacity factors are examined. Also
important is effidency, as deflned by total megawatt hour
per employee and customers per employee. Transmission
interconnections are evaluated in terrms of the number of
utilities to which the utility in question has access, the cost
structures and available generating capacity of these other
utilities, and the price paid for wholesale power.

Because of mounting competition and the substantial
escalation In decommissioning estimates, significant
weight is given to the operation of nuclear facilities. Nu-
clear plants are becoming more vulnerable to high produc-
tion costs that make their rates uneconornic. Significant
asset concentration may expose the utility to poor perform-
ance, unscheduled outages or premature shutdowns, and
large deferrals or regulatory assets that may need to be
written off for the utility to remain competitive. Also,
nuclear facilities tend to represent significant portions of
their operators’ generating capabillty and assets. The loss
of a productive nuclear unit from both power supply and
rate base can interrupt the revenue stream and create sub-
stantial additional costs for repairs and improvements and
replacement power. The ability to keep these stations run-
ning smoothly and economically directly influences the
ability to meet electric demand, the stability of revenues
and costs, and, by extension, the ability to maintain ade-
quate creditworthiness. Thus, economic operation, safe
operation, and long-term operation are examined in depth.
Specifically, emphasis is placed on operation and mainte-
nance costs, busbar costs, fuel costs, refueling outages,
forced outages, plant statistics, NRC evaluations, the po-
tential need for repalrs, operating licenses, decommission-
ing estimates and amounts held in external trusts, spent
fuel storage capacity, and management’s nuclear experi-

ence. In essence, favorable nuclear operations offer signifi-
cant opportunities but, if a nuclear unit runs poorly or not
at all, the attendant risks can be great.

Operations of gas utilities

For gas pipeline and djstribution cornpanies, the degree
of plant utilization, the physical condition of the mains and
lines, adequacy of storage to meet seasonal needs, “lost and
unaccounted for” gas levels, and per-unit nongas operat-
ing and construction costs are Important factors. Efficlency
statistics such as load factor, operating costs per customer,
and operating income per employee are also evaluated in
comparison to other utilities and the Industry as a whole.

Operations of water utilities

As a group, water utilitles are continually upgrading
their physical plant to satisfy regulations and to develop
additional supply. Over the next decade, water systems
will increasingly face the task of maintaining compliance,
as drinking water regulations change and Infrastructure
ages. Given that the Safe Drinking Water Act was author-
ized in 1974, the first generation of treatment plants built
to conform with these rules are almost 20 years old. Addi-
tionally, because the focus during this perjod was on sat-
isfying environmental standards, deferred maintenance of
distribution systems has been common, especially in older
urban areas. The increasing cost of supplylng treated water
argues against the high level of unaccounted for water
witnessed in the industry. Consequently, Standard &
Poor’s anticipates capital plans for rebuilding distribution
lines and major renewal and replacement efforts aimed at
treatment plants.

Operations of telephone companies

For telephone companies, cost-of-service analysis fo-
cuses on plant capability and measures of efficlency and
quallty of service. Plant capability is ascertained by looking
at such parameters as percentage of digitally switched
Hnes; fiber optic deployment, in particular in those por-
tions of the plant key to network survival; and the degree
of broadband capacity fiber and coaxial deployment and
broadband switching capacity. Efficiency measures in-
clude operating margins, the ratio of employees per 10,000
access lines, and the extent of network and operations
consolidation. Quality of service encompasses examina-
tion of quantitalive measures, such as trouble reports and
repeat service calls, as well as an assessment of qualitative
factors, that may fnclude service quality goals mandated
by regulators.

Regulation

Regulatory rate-setting actions are reviewed on a case-
by-case basis with regard to the potential effect on credit-
worthiness. Regulators’ authorizing high rates of return is
of little valuse unless the returns are earnable. Furthermore,
allowing high returns based on noncash ftems does not
benefit bondholders. Also, to be viewed positively, regula-
tory treatment should allow consistent performance from
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period to period, given the importance of financial stability
as a rating consideration.

The utility group meets frequently with commission and
staff members, both at Standard & Poor's offices and at
commission headquarters, demonstrating the importance
Standard & Poor’s places on the regulatory arena for credit
quality evaluation. Input from these meetings and from
review of rate orders and their impact weigh heavily in
Standard & Poor’s analysis.

Standard & Poor’s does not “rate” regulatory commis-
sions. State commissions typically regulate a number of
diverse industries, and regulatory approaches to different
types of companies often differ within a single regulatory
jurisdiction. This makes it all but impossible to develop
inclusive "ratings” for regulators.

Standard & Poor’s evaluation of regulation also encom-
passes the administrative, judicial, and legislative proc-
esses involved in state and federal regulation. These can
affect rate-setting activities and other aspects of the busi-
ness, such as competitive entry, environmental and safety
rules, facility siting, and securities sales.

As the utility industry faces an increasingly deregulated
environment, alternatives to traditional rate-making are
becoming more critical to the ability of utilities to effec-
tvely compete, maintain earnings power, and sustain
creditor protection. Thus, Standard & Poor’s focuses on
whether regulators, both state and federal, will help or
hinder utilities as they are exposed to greater competition.
There is much that regulators can do, from allocating costs
to more captive customers to allowing pricing flexibil-
ity—and sometimes just stepping out of the way.

Under traditional rate-making, rates and earnings are
tied to the amount of invested capital and the cost of
capital. This can sometimes reward companies more for
justifying costs than for containing them. Moreover, most
current regulatory policies do not permit utilities to be
flexible when responding to competitive pressures of a
deregulated market. Lack of flexible tariffs for electric utili-
tles may lure large customers to wheel cheaper power from
other sources.

In general, a regulatory jurisdiction s viewed favorably
if it permits earning a return based on the ability to sustain
rates at competitive levels. In addition to performance-
based rewards or penalties, flexible plans could include
market-based rates, price caps, Index-based prices, and
rates premised on the value of customer service. Suchrates
more closely mirror the competitive environment that utii-
ties are confronting.

Electric industry regulation

The ability to enter into long-term arrangements at ne-
gotiated rates without having to seek regulatory approval
for each contract Is also important in the electric industry.
(While contracting at reduced rates constrains financial
performance, it lessens the potential adverse impact in the
event of retall wheeling. Since revenue losses assoclated
with this strategy are not likely to be recovered from rate-
payers, utilities must control costs well enough to remain

3z

competitive if they are to sustain current levels of bond-
holder protection.)

Natural gas industry regulation

Inthe gasindustry, too, several state commission policies
welgh heavily in the evaluation of regulatory support.
Examples include stabilization mechanisms to adjust reve-
nues for changes in weather or the economy, rate and
service unbundling decisions, revenue and cost allocation
between sales and transportation customers, flexible in-
dustrial rates, and the general supportiveness of construc-
tion costs and gas purchases.

Water industry regulation

In all water utility activities, federal and state environ-
mental regulations continue to play a critical role. The
legislative timetable to effect the 1986 amendments to the
Safe Drinking Water Act of 1974 was quite aggressive. But
environmental standards-setting has actually slowed over
the past couple of years due largely to increasing sentiment
that the stringent, costly standards have not been justified
on the basis of public health. A moratorium on the prom-
ulgation of significant new environmental rules is antid-
pated.

Telecommunications industry regulation

Despite the advances in telecommunications deregula-
ton, analysis of regulation of telephone operators will
continue to be a key rating determinant for the foreseeable
future. The method of regulation may be either classic
rate-based rate of return or sorne form of price cap mecha-
nism. The most important factor is to assess whether the
regulatory framework—no matter which type—provides
suffident financial incentive to encourage the rated com-
pany to maintain its quality of service and to upgrade its
plant to accommodate new services while facing increasing
competition from wireless operators and cable television
companles.

Where regulators do still set tariffs based on an author-
ized return, Standard & Poor’s strives to explore with
regulators their view of the rate-of-return components that
can materjally impact reported versusregulatory earnings.
Specifically these include the allowable base upon which
the authorized return can be earned, allowable expenses,
and the authorized return. Since regulatory oversight runs
the garut from strict, adversarial relationships with the
regulated operating compantes to highly supportive pos-
tures, Standard & Poor’s probes beyond the apparent regu-
latory environment to ascertain the actual impact of
regulation on the rated company.

Management

Evaluating the management of a utility is of paramount
importance to the analytical process since management’s
abilities and decisions affect all areas of a company's op-
erations. While regulation, the economy, and other outside
factors can influence results, it is ultimately the quality of
management that determines the success of a company.



Exhibit No. ____
Schedule PMA-2
Page 7 of 15

With emerging competition, utility management will be
more closely scrutinized by Standard & Poor’s and will
become an increasingly critical component of the credit
evaluation. Management strategies can be the key determi-
nant in differentiating utilitles and in establishing where
companies lie on the business position spectrum. It is
imperative that managements be adaptable, aggressive,
and proactive if their utilitles are to be viable in the future;
this is especially important for utilities that are currently
uncompetitive.

The assessment of management is accomplished through
meetings, conversations, and reviews of company plans. It
is based on such factors as tenure, industry experience,
grasp of industry issues, knowledge of customersand thelr
needs, knowledge of competitors, accounting and financ-
ing practices, and commitment to credit quality. Manage-
ment’s ability and willingness to develop workable
strategles to address their systems’ needs, to deal with the
competitive pressures of free market, to execute reasonable
and effective long-term plans, and to be proactive in Jead-
ing their utilities into the future are assessed. Management
quality is also indicated by thoughtful balancing of public
and private priorities, a record of credibility, and effective
communication with the public, regulatory bodies, and the
financial community. Boards of directors will recelve ever
more attention with respect to their role in setting appro-
priate management incentives.

With competition the watchword, Standard & Poor’s
also focuses on management’s efforts to enhance financlal
condition. Management can bolster bondholder protection
by taking any number of discretionary actions, such as
selling common equity, lowering the common dividend
payout, and paying down debt. Also important for the
electric industry will be creativity in entering into strategic
alliances and working partnerships that improve effi-
clency, such as central dispatching for a number of utilitles
or locking up at-risk customers through long-term con-
tracts or expanded flexible pricing agreements. Proactive
managerment teams will also seek alternatives to trad}-
tional rate-base, rate-of-return rate-making, move to adopt
higher depredation rates for generating facilities, segment
customers by individual market preferences, and attempt
to create superior service organizations.

Ingeneral, management's ability torespond to mounting
competition and changes In the utility industry in a swift
and appropriate manner will be necessary to maintain
credit health.

Fuel, power, and water supply

Assessment of present and prospective fuel and power
supply Is critical to every electric utility analysls, while
gauging the long-term natural gas supply position for gas
pipeline and distribution companies and the water re-
sources of a water utility is equally important. There is no
similar analytical category for telephone utilities.

Electric utilities
For electric utilities emphasis is placed on generating

reserve margins, fuel mix, fuel contract terms, demand-
side management techniques, and purchased power ar-
rangements. The adequacy of generating margins is
examined nationally, regionally, and for each individual
company. However, the reserve margin picture is mud-
died by the imprecise nature of peak-load growth forecast-
fng, and also supply uncertainty relating to such things as
Canadian capacity avalilability and potential plant shut-
downs due to age, new NRC rules, acid rain remedies, fuel
shortages, problerns associated with nontraditional tech-
nologies, and so forth. Even apparently ample reserves
may not be what they seem. Moreover, the quality of
capaclty Js just as important as the size of reserves. Com-
panies’ reserve requirements differ, depending upon indi-
vidual operating characteristics.

Fuel diversity provides flexibility in a changing environ-
ment. Supply disruptions and price hikes can raise rates
and ignite political and regulatory pressures that ult-
mately lead to erosion in financial performance. Thus, the
ability to alter generating sources and take advantage of
lower cost fuels is viewed favorably.

Dependence on any single fuel means exposure to that
fuel's problems: electric utilities that rely on oil or gas face
the potentlal for shortages and rapid price Increases; utili-
ties that own nuclear generating facilities face escalating
costs for decommissioning; and eoal-fired capacity entalls
environmental problems stemming from concerns over
acid rain and the “greenhouse effect.”

Buying power from neighboring utiljtles, qualifying fa-
cility projects, or independent power producers may be the
best choice for a utility that faces Increasing electricdty
demand. There has been a growing reliance on purchased
power arrangements as an alternative to new plant con-
struction. This can be an important advantage, since the
purchasing utility avoids potential construction cost over-
runs as well as risking substantial capltal. Also, utiliies can
avoid the financial risks typical of a multiyear construction
program that are caused by regulatory lag and prudence
reviews. Furthermore, purchased power may enhance
supply flexibility, fuel resource diversity, and maximize
load factors. Utilities that plan to meet demand projections
with a portfolio of supply-side options also may be better
able to adapt to future growth uncertainties. Notwith-
standing the beneflts of purchasing, such a strategy has
risks associated with it. By entering Into a firm Jong-term
purchased power contract that contains a fixed-cost com-
ponent, utilities can incur substantial market, operating,
regulatory, and financial risks. Moreover, regulatory treat-
ment of purchased power removes any upside potential
that might help offset the risks. Utilities are not compen-
sated through incentive rate-making; rather, purchased
power is recovered dollar-for-dollar as an operating ex-
pense.

To analyze the financial impact of purchased power,
Standard & Poor”’s first calculates the net present value of
future annual capacity payments (discounted at 10%). This
represents a potentfal debt equivalent—the off-balance-
sheet obligation that a utility Incurs when it enters Into a
long-term purchased power contract. However, Standard
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& Poor’s adds to the utility’s balance sheet only a portion
of this amount, recognizing that such a contractual ar-
rangement Is not entirely the equivalent of debt. What
percentage is added is a function of Standard & Poor’s
qualitative analysis of the specific contract and the extent
to which market, operating, and regulatory risks are borne
by the utility {the risk factor). For unconditional, take-or-
pay contracts, the risk factor range is from 40%-80%, with
the average hovering around 60%. A lower risk factor is
typically assigned for system purchases from coal-fired
utilities and a higher risk factor is usually designated for
unit-specific nuclear purchases. The range for take-and-
pay performance obligations is between 10%-50%.
Gas utilities

For gas distribution utilities, long- term supply adequacy
obviously is critical, but the supply role has becorne even
more important in credit analysis since the Federal Energy
Regulatory Commission’s Order 636 eliminated the inter-
state pipeline merchant business. This thrust gas supply
responsibilities squarely on local gas distributors. Stand-
ard & Poor’s has always belleved distributor management
has the expertise and wherewithal to perform the job well,
but the risks are significant since gas costs are such a large
percentage of total utility costs. In that regard, it is impor-
tant for utilities to get preapprovals of supply plansby state
regulators or at least keep the staff and commissioners well
informed. To minimize risks, a well-run program would
diversify gas sources among different producers or mar-
keters, different gas basins in the U.S. and Canada, and
different pipeline routes. Also, purchase contracts should
be firm, with minimal take-or-pay provisions, and have
prices tled to an industry index. A modest percentage of
fixed-price gas is not unreasonable. Contracts, whether of
gas purchases or pipeline capacity, should be intermediate
term. Staggering contract expirations (preferably annu-
ally) provides an opportunity to be an active market player.
A modest degree of reliance on spot purchases provides
flexibility, as does the use of market-based storage. Gas
storage and on-property gas resources such as liquefled
natural gas or propane air are effective peak-day and peak-
season supply management tools.

Since pipeline companies no longer buy and sell natural
gas and are just common carriers, connections with varied
reserve basins and many wells within those basins are of
great importance. Diversity of sources helps offset therisks
arising from the natural production declines eventually
experienced by all reserve basins and individual wells.
Moreover, such diversity can enhance a pipeline’s attrac-
tiveness as a transporter of natural gas to distributors and
end users seeking to buy the most economical gasavailable
for their needs.

Water utilities
Nearly all water systemns throughout the U.S. have ample
long-term water suppHes. Yet to gain comfort, Standard &
Poor's assesses the production capability of treatment
plants and the ability to pump water from underground
aquifersin relation to the usage demands from consumers.

34

Having adequate treated water storage facilities has be-
come important in recent years and has helped many
systems meet demands during peak summer periods. Of
interest 1s whether the resources are owned by the utility
or purchased from other utilities or local authorities. Own-
ing properties with water rights provides more supply
security. Thisis especially so in states like California where
water allocations are being reduced, particularly since re-
cent droughts and environmental issues have created
alarm. Since the primary cost for water companies is treat-
ment, It makeslittle difference whether raw water isowned
or bought. In fact, complance with federal and state water
regulations is very high, and the overall cost to deliver
treated water to consumers remains relatively affordable.

Asset concentration in the electric
utility industry

In the electric industry, Standard & Poor’s follows the
operations of major generating facilities to assessif they are
well managed or troubled. Significant dependence on one
generating facility or a large financial investment in a
single asset suggests high risk. The size or magnitude of a
particular asset relative to total generation, net plant in
service, and common equity is evaluated. Where substan-
tial asset concentration exists, the financial proflle of a
company may experience wide swings depending on the
asset’s performance. Heavy asset concentration is most
prevalent among utilitles with costly nudear units.

Earnings protection

In this category, pretax cash income coverage of all inter-
est charges is the primary ratio. For this calculation, allow-
ance for funds used during construction (AFUDC) is
removed from income and Interest expense. AFUDC and
other such noncash items do not provide any protection for
bondholders. To identify total interest expense, the analyst
reclassifies certain operating expenses. The interest com-
ponent of various off-balance-sheet obligations, such as
leases and some purchased-power contracts, isincluded in
interest expense. This provides the most direct indication
of a utility’s ability te service its debt burden.

While considerable emphasis in assessing credit protec-
tion s placed on coverage ratios, this measure does not
provide the entire earnings protection picture. Also impor-
tant are a company’s earned returns on both equity and
capital, measures that highlight a firm’s earnings perform-
ance. Consideration Is given to the interaction of embed-
ded costs, financial leverage, and pretax return on capital.

Capital structure

Analyzing debt leverage goes beyond the balance sheet
and covers quasi-debt items and elements of hidden finan-
cial leverage. Noncapitalized leases (Including sale/lease-
back obligations), debt guarantees, receivables flnancing,
and purchased-power contracts are all considered debt
equivalents and are reflected as debt in calculating capital
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structure ratios. By making debt level adjustments, the
analyst can compare the degree of leverage used by each
utility company.

Furthermore, assets are examnined to identify underval-
ued or overvalued items. Assets of questionable value are
discounted to more accurately evaluate asset protection.

Some firms use short-term debt as a permanent plece of
their capital structure. Short-term debt also fs considered
part of permanent capital when it is used as a bridge to
permanent financing. Seasonal, self-liquidating debt is ex-
cluded from the permanent debt amount, but thissituation
is rare—with the exception of certain gas utilities. Given
the long life of almost all utility assets, short-term debt may
expose these companies to interest-rate volatility, remar-
keting risk, bank line backup risk, and regulatory exposure
that cannot be readily offset. The lower cost of shorter-term
obligations (assuming a positively sloped yleld curve)} §s a
positive factor that partially mitigates the risk of interest-
rate variability. As a rule of thumb, a level of short-term
debt that exceeds 10% of total capital is cause for concern.

Similarly, if floating-rate debt and preferred stock con-
stitute over one-third of total debt plus preferred stock, this
level is viewed as unusually high and may be cause for
concern. It might also indicate that management Is aggres-
sive in its financial policies.

A layer of preferred stock in the capital structure is
usually viewed as equity—since dividends are discretion-
ary and the subordinated claim on assets provides a cush-
ion for providers of debt capital. A preferred component
of up to 10% is typically viewed as a permanent wedge in
the capital structure of utilities. However, asrate-of-return
regulation iIs phased out, preferred stock may be viewed
by utilities—as many industrial firms would—as a tempo-
rary option for companies that are not current taxpayers
that do not benefit from the tax deductibility of interest.
Even now, floating-rate preferred and money market per-
petual preferred are problematic; a rise in the rate due to
deterjorating credit quality tends to Induce a company to
take out such preferred stock with debt. Structures that
convey tax deductibility to preferred stock have become
very popular and do generally afford such financings with
equity treatment.

Cash flow adeguacy

Cash flow adequacy relates to a company'’s abllity to
generate funds internally relative to its needs. It Is a basic
component of credit analysis because it takes cash to pay
expenses, fund capital spending, pay dividends, and make
interest and principal payments. Since both common and
preferred dividend payments are important to maintain
capital market access, Standard & Poor’slooks at cash flow
measures both before and after dividends are pald.

To detersine cash flow adeguacy, several quantitative
relationships are examined. Emphasis Is placed on cash
flow relative to debt, debt service requirements, and capital
spending. Cash flow adequacy is evaluated withrespectto
a firm’s ability to meet all fixed charges, including capacity
payments under purchased-power contracts. Despite the
conditional nature of some contracts, the purchaser is ob-
lgated to pay a minimum capacity charge. The ratio used
is funds from operations plus interest and capacity pay-
ments divided by interest plus capacity payments.

Financial flexibility/capital attraction

Financing flexibility incorporates a utility’s financing
needs, plans, and allernatives, as well as its flexibility to
accomplish its financing program under stress without
damaging creditworthiness. External funding capability
complements internal cash flow. Especially since utilities
are so capital intensive, a firm’s ability to tap capital mar-
kets on an ongoling basls must be considered. Debt capacity
reflects all the earHer elements: earnings protection, debt
leverage, and cashflow adequacy. Market access at reason-
able rates isrestricted if a reasonable capital structure is not
malntained and the company's financial prospects dim.
The analyst also reviews indenture restrictions and the
impact of additional debt on covenant tests.

Standard & Poor’s assesses a company’s capacity and
willingness to issue common equity. This is affected by
varlous factors, including the market-to-book ratio, divi-
dend policy, and any regulatory restrictions regarding the
composition of the capital structure.
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Feature Article
Companies; Financial Guidefines Revised
tandard & Poor’s Ratings Services has assigned new file scale for US investor-owned utilities was implemented
business profile scores to U.S. utility and power compa- that a comprehensive assessment of the benefits and the
nies to better reflect the reletive business risk among com- application of the methodology has been made The princk
panies in the sector Standard & Poor’s also has revised its pal purpose was to determine it the methodology continues
published risk- adjusted financial guidelines. The new busk- to provide meaningful differentiation of business risk- The
ness scores and financial guidelines do not represent 3 review indicated that while business profile scoring contin-
change to Standard & Poor's ratings criteria or methodology, ves to provide analytical benefits, the complete range of the
and no ratings changes are anticipated from the new busi- 10-point scale was not being utilized to the fullest extent
ness profile scores of revised financial guidelines Standartd & Poor's has also revised the key financial guide-
lines 1hat it uses as an integral part of evaluating the credit
New Business Profile Scores and Revised quality of U S utility and power companies. These guidelines
Financial Guidelines were last updated in Junc 1393 The financial guidelines fof
Standard & Poor’s has always monitored changes in the three principal ratios {funds from operations {FFO) interest cov-
industry and altered its business fisk assessments accoid- erage, FFO to total debt, and total debt to total capital] have
ingly This is the first time since the 10-point business pro- heen hroadened so as to he more flexible Pretax interest cov-
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erage as a key credit ratio was eliminated.

Finally, Standard & Poor’s has segmented the utility and
power industry intn zub-sectors based on the dominant cor-
porate strategy that a company is pursuing Standard &
Poor’s has published a new U S utility and power company
ranking Jist that reflects these sub-sectors

There are numerous benefits to the reassessment Fuller
utilization of the entire 10-point scale provides a superiof rels-
tive ranking of qualitative business risk A revision of the
financial guidefines supports the goal of not causing rating
changes from the recalibration of the business profiles
Classification of companies by sub-sectors will enstre greater
comparability and consistency in 1atings. The use of industry
segmentation will also allow more in-depth statistical analysis
of ratings distributions and rating changes

The reassessment does not represent a change to
Standard & Poor’s criteria or methodology for determining
ratings for utility and power companies. Each business pro-
file score should be considered as the assignment of a new
score, these scores do not represent improvement or deteri-

Chant3

oration in our assessment of an individual company's busi-
ness risk relative to the previously assigned score The
financiat guidelines continue to be risk-adjusted hased on
historical utility and industrial medians Segmentation into
industry sub-secters does not imply that specific company
characteristics will not weigh heavily into the assignment of
a company’s business profile score

Results

Previously, 83% of U S utility and power husiness profile
scores fell between *3" and '6°, which clearly does not
reflect the risk differentiation that exists in the utility and
power industry today. Since the 10-point scale was intro-
duced, the industry has transformed into a much less
homogenous industry, where the divergence of business
tisk—particularly regarding managerment, strategy, and
degree of competitive market exposure—has created 3
much wider spectium of risk profiles Yet over the same
period, business profile scores actually converged more
tightly around & median score of "4° The new husiness pro-

Transmission Only—Electric, Gas, and Other

% of tompanies
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1%

20
40
k!

5,
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Integrated Elecirie, Gas, and Combination Utilities

$ of companies
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L
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Atk

5
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%
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Feature Article.
tile scores, as of June 2, are shown in Chart 1 The overall Return on invested capital;
median business profile score is now 'S & The execution record of stated business stategies,
Table 1 contains the revised financial guidelines Itis @ Accuracy of projecied performance versus actual results,
important to emphasize that these metrics arz only guide- as well as the trend,
lines associated with expectations for various rating lev- B Assessment of management’s financial policies and atti-
els Although credit ratio analysis is an important part of tude toward credit; and
the ratings prucess, these three statistics are by no means ® Copurate govemnance piactices
the only critical financial measures that Standard & Poor’s Charts 2 through B show business profile sceres broken
uses in its analytical process We also analyze a wide out by industry sub-sector. The five industry sub-sectors are
array of financial ratios that do not have published guide- @ Transmission and distribution—Water, gas, and electric,
lines for each rating category @ Transmission only—CElectric, gas, and other,
Again, ratings analysis is pot diiven sulely by these Integrated electic, gas, and combination utilities,
financial ratios, nor has it ever been In fact, the new finan- Diversified energy and diversified nonenergy, and
cial guidelines that Standard & Poor’s is incorporating for @ Energy merchant/power developer/irading and marketing
the specified rating categories reinforce the analytical corpanies :
framework whereby other factors can outweigh the achieve- The average business profile scores for transmission and
ment of otherwise acceptable financial ratios. These factors distribution companies and transmission-only companies are
incluge: Jower on the scale than the previous averages, while the aver-
Effectiveness of liability and liguidity management, age husiness profile scores for integrated utilities, diversified
= Analysis of isternal funding sources; energy, and energy meickiants and developers ate higher
Chont 5
Piversified Energy and Diversified Non-Energy
%% of companies
.
15
10.
TR T
Business Profile Score
Charl &
Energy Merchant/Developers/Trading and Marketing
Sb of Companies
40
35
0
25
15
5
Or— I R T A
Business Profile Stores
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See pages 16 to 13 for the company ranking fist of busi-
ness profile scores segmented by industry sub-sector and
ranked in order of credit rating, outlook, business profile
score, and refative strength

Business Profile Score Methodology

Standard & Poor’s methodology of determining corporate
utility business risk is anchored in the assessment of certain
specific characteristics that define the sector. We assign
business profile scores to each of the rated corpanies in the
utility and power sector on a 10-point scale, whete 'V repre-
sents the lowest risk and “10° the highest risk. Business pro-

Table 1

file scores are assigned to all rated utility and power compa-
nies, whether they are holding companies, subsidiaries, or
stand-alone corporations For operating subsidiaries and
stand-alone companies, the scere is a bottom-up assess-
ment Scores for families of companies are a composite of
the operating subsidiaries” scores. The actual tredit rating of
a company is analyzed, in part, by comparing the business
profile score with the risk-adjusted financial guidelines

For most companies, business profile scores are
assessed using five categories; specifically, regulation, mar-
kets, operations, competitiveness, and management The
emphasis placed on each category may be influenced by the

Revised Financial Guidelines

Funds from operationsfinterest coverage {x)

Business Profile AA

i 3 25 25
2 4 3 3
3 45 35 35
4 5 42 42
5 55 45 45
6 8 52 52
7 B 65 65
8 10 75 715
9 10
10 "
Funds from operationjtotal debt {%}

Business Profile AR

1 20 15 13
2 25 20 20
3 30 25 25
4 35 28 28
5 49 30 30
] 45 35 35
7 55 45 45
8 70 55 55
3 65
10 70
Total debt/total capital (%)

Business Profile AA

1 48 55 55
2 45 52 52
3 42 50 50
4 38 45 45
5 35 42 47
B 2 4D 4D
7 30 38 38
B 25 35 35
9 32
10 25

Page5 June?, 2004

BBB BB
15 15 1
3 2 1
25 25 15 15 1
356 35 25 25 15
38 38 28 28 18
47 42 3 3 2
45 45 32 32 22
5% 55 35 35 25
7 7 4 4 28
B 8 5 5 3
BBB BB
10 i 5
12 12 8
15 15 10 18 5
20 20 12 12 8
2 22 15 15 10
28 28 18 18 12
KD 30 20 20 15
a0 40 il 25 15
45 45 K] 30 20
55 55 a0 40 25
BBB BB
60 )] n
53 58 68
55 55 65 B5 7B
52 52 62 62 68
50 50 60 65
48 48 58 58 62
45 45 55 55 60
42 42 52 52 58
4D 4 50 50 55
35 35 18 48 52

Stendard & Poor’s Utilities & Perspectives



Feature Article

Exhibit No. ___

Schedule PMA-2
Page 15 of 15

4

Back to
Table of Contents

Next Page b

dominant strategy of the company or other factors For
example, for a regulated transmission and distribution com-
pany, regulation may actount for 30% to 40% o the busi-
ness profile score because regulation can be the single-
most important credit driver for this type of company
Conversely, competition, which may not exist for a transimis-
sion and distribution company, would provide a much lower
proportion {e g, 5% to 15%) of the business profile score

For certain types of companies, such as power genera-
tors, power developers, oil and gas exploration and psoduc-
tion companies, of nonenergy-related holdings, where these
five components may not be appropriate, Standard & Poor’s
will use other, more appropriate methodolpgies. Some of
these companies are assigned business profile scores that
are useful only for relative ranking purposes.

As noted above, the business profile score for a parent
or holding company is a composite of the business profile
scores of its individual subsidiary companies. Again,
Standard & Pour's does not apply rigid guidelines for deter-

Page 6 June 7, 2004

mining the proportion or weighting that each subsidiary rep-
resents in the overall business profile score. Instead, it is
determined based on a number of factors Standard & Poor’s
will analyze each subsidiary’s contribution to FFO, forecast
capital expenditures, Yiquidity requirements, and other para-
meters, including the extent to which one subsidiary has
higher growth The weighting is determined case-by-case. B
Ronald M. Barone
New York {1} 212-438-7662
Richard W, Cortright, Jr.
New York (1) 212-438-7665
Sizanne G. Smith
New York {1} 212-438-2106
John W. Whitlock
New York (1) 212-438-7678
Andrew Watt
New York {1} 212-438-7868
Arthur F. Simonson
New York {1} 212-438-2094

Standard & Poor’s Utilities & Perspectives



PROXY GROUP OF EIGHT AUS UTILITY REPORTS WATER COMPANIES

CAPITALIZATION STATISTICS

AMOUNT OF CAPITAL EMPLOYED
TOTAL PERMANENT CAPITAL
SHORT-TERM DEBT

TOTAL CAPITAL EMPLOYED

INDICATED AVERAGE CAPITAL COST RATES (2)
TOTAL DEBT
PREFERRED STOCK

CAPITAL STRUCTURE RATIOS
BASED ON TOTAL PERMANENT CAPITAL.
LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY
TOTAL

BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT-TERM
PREFERRED STOCK
COMMON EQUITY
TOTAL

FINANCIAL STATISTICS

FINANCIAL RATIOS - MARKET BASED
EARNINGS / PRICE RATIO
MARKET / AVERAGE BOOK RATIO
DIVIDEND YIELD
DIVIDEND PAYQUT RATIO

RATE OF RETURN ON AVERAGE BOQK COMMON EQUITY

FUNDS FROM OF 1ONS / INT! T COVERAGE.

E! R P il I TQOTAI

TOTAL DEBT I TOTAL CAPITAL

See Pagse 2 for notes.

CAPITALIZATION AND FINANCIAL STATISTICS (1)
2002 - 2006, INCLUSIVE

2006

$532.756

$22.725
£535.480

632 %
512

48.72 %
0.32
50.96

100,00 %

50.20 %
0.32
49.48

3.85 %
268.90

2.60
71.58
1013 %

4.06 X
18.91 %

50.20 %

2005 2004 2003
(MILLIONS OF DOLLARS)
$478.132 $446.177 $400.276
$23.094 $19.724 $25.263
$501.226 $465.901 $425.239
6.15 % 6.18 % 6.30 %
505 479 4.11
50.93 % 50.26 % 50.81 %
0.36 0.39 0.46
48.71 4935 48.73
100,00 % 100.00 % 100.00 %
52.45 % 5201 % 53.82 %
0.35 0.38 0.43
47.20 47,61 4575
100,00 % 100.00 % 100.00 %
413 % 457 % 434 %
250.20 227.38 22715
2.86 3.35 3.28
70.53 70.70 80.68
9.99 % 10,13 % 9.59 %
402 X 422 X 381 X
18.16 % 19.60 % 16.97 %
52.45 % 52.01 % 53.82 %

$348,252
$28.644
$376.896

6.54 %
5.52

50,65 %
0.51
48.84

10000 %

53.62 %
0.47
45.91

100,00 %

4.93 %
220.24
3.63
7248
10.56 %
3.61 X
16.43 %

53.62 %

52.42 %
0.39
47,19

100.00 %

4.36 %
238.77
3.12
73.18
10.08 %
3,84 X
18.01 %

5242 %

€ jo | sbed

£-VYd 3(Npayds
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Proxy Group of Eight AUS Utility Reports VWater Companies
Capitalization and Financial Statistics
2002-2006, Inclusive

Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved results

for each individual company in the group, and are based upon financial statements as originally reported
in each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and
investment tax credits, less total AFUDC) plus interest charges divided by interest charges.

(4) Funds from operations (as defined in Note 3) as a percentage of total debt.

Selection Criteria:

The basis of selection was to include those water companies: 1) which are included in the Water Company
Group of AUS Utility Reports (July 2007); 2) which have Value Line (Standard Edition) five-year EPS growth rate
projections or Reuters consensus five-year EPS growth rate projections; and 3) which have more than 70% of their
2006 operating revenues derived from water operations.

The following eight water companies met the above criteria:

American States Water Co.
Aqua America, Inc.

Artesian Resources, Inc.
California Water Service Group
Connecticut Water Service inc.
Middlesex Water Co.

SJW Corporation

York Water Co.

Source of Information:  Standard & Poor's Compustat Services, Inc., PC Plus / Research
Insight Database
EDGAR Online's I-Metrics Database
Company Annual Forms 10K



American States Water Co.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Agqua America, inc.
Long-Term Debt
Preferred Stock
Common Equity
Totat Capital

Artesian Resources Corp.
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

California Water Service Group
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Connecticut Water Sesvice, Inc.
Ltong-Term Debt
Preferred Stock
Common Equity
Total Capital

Middlesex Water Company
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

SJW Corp.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

York Water Co.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Proxy Group of Eight AUS
Utility Reports Water Companies
t.ong-Term Debt
Preferred Stock
Common Equity
Total Capitat

Source of Information:  Standard & Poor's Gompustat Services, Inc, PC Plus / Research insight Data Base

the Proxy Group of Eight AUS Utility Reports Water Companies
for the Years 2002 through 2006

Utilities Services of South Carolina, Inc.

Capital Structure Based upon Total Permanent Capital for

2006 2005 2004 2003
4861 % 50 46 % 4775 % 52.05 %
000 000 0 00 0.00
51.39 48,54 52.25 47.95
100.00 % 100.00 % 100.00 % 100.00 %
5156 % 5261 % 5272 % 5276 %
0.09 009 008 0.07
48.35 47.30 47.20 4717
100.00 % 100,00 % 100.00 % 100.00 %
5902 % 6158 % 60.30 % 60.47 %
0.00 000 0.00 0.07
40.08 38.42 39.70 39.46
100.00 % 100.00 % 100.00 % 100.00 %
1458 % 4807 % 48.66 % 5241 %
0.50 061 061 067
54.92 51.32 50.73 46.92
100.00 % 100.00 % 100.00 % 100.00 %
44 44 % 4565 % 4293 % 4358 %
044 0.49 054 0.57
55.12 53.86 56.53 55,85
100.00 % 100.00 % 100.00 % 100.00 %
4998 % 5568 % 5399 % 54.05 %
1.49 1.70 188 223
48,53 42,62 44.13 4372
100.00 % 100,00 % 100.00 % 100.00 %
41.83 % 2263 % 4377 % 4564 %
001 002 004 005
58.16 57,35 56,18 54.31
100.00 % 100.00 % 100,00 % 100.00 %
4882 % 5071 % 51.94 % 4553 %
000 0.00 0.00 0.00
51.18 49.29 48.06 54.47
100.00 % 100.00 % 100.00 % 100.00 %
4872 % 5093 % 5026 % 5081 %
0.32 036 039 046
50.96 48.71 49.35 48.73
100.00 % 100.00 % 100.00 % 100.00 %

Company Annual Forms 10-K

Exhibit No_
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5 YEAR
200 AVERAGE
53.40 % 50.45 %
0.00 0.00
46.60 49.55
100.00 % 100.00 %
5558 % 5305 %
0.06 0.08
44.36 46.88
100.00 % 100.00 %
5562 % 59.58 %
017 0.05
44.21 40.37
100.00 % 100.00 %
5536 % 4982 %
077 063
43.87 49,55
100.00 % 100.00 %
4457 % 44.23 %
058 052
54.85 55.24
100.00 % 100.00 %
5224 % 53.19 %
243 194
4535 44,87
100.00 % 100.00 %
4172 % 4312 %
0.07 004
58.21 56.84
100.00 % 100.00 %
46.76 % 48.75 %
0.00 0.00
53.24 51.25
100.00 % 100.08 %
50.65 % 50.27 %
0.51 041
4884 49.32
100.00 % 100.00 %




PROXY_GROUP OF FQUR VALUE (STANDARD EDITION) LINE WATER COMPANIES

CAPITALIZATION STATISTICS

AMOUNT QF CAPITAL EMPLOYED
TOTAL PERMANENT CAPITAL
SHORT-TERM DEBT

TOTAL CAPITAL EMPLOYED

INQICATED AVERAGE CAPITAL COST RATES (2)
TOTAL DEBT
PREFERRED STOCK

CAPITAL STRUGTURE RATIOS
BASED ON TOTAL PERMANENT CAPITAL.
LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY
TOTAL

BASED ON TOTAL CAPITAL
TOTAL DEBT, INCLUDING SHORT-TERM
PREFERRED STOCK
COMMON EQUITY
TOTAL

FINANGIAL STATISTICS

FINANGIAL RATIOS - MARKEY BASED
EARNINGS / PRICE RATIO
MARKET / AVERAGE BOOK RATIO
DIVIDEND YIELD

DIVIDEND PAYOUT RATIO
RATE OF RETURN ON AVERAS COMMO
i FROM QP i /INT RA
FUNDS FROM OPERATIONS / TOTAL DEBT (4)
TOTAL DEBT/ TOTAL CAPITAL

See Page 2 for notes.

CAPITALIZATION AND FINANCIAL STATISTICS (1)
2002 - 2006, INCLUSIVE

g
S
te]
I

!

$860.957
$37.788
$098.745

6.65 %
4.81

4715 %
0.19

100.00 %
48.56 %
0.19

100,00 %

316 %
262.50

215
67.47

Ty 8,15 %

3.94 X

19.05 %

48,56 %

2004
(MILLIONS OF DOLLARS)

§773.683
$41.376
$815.069

6.39 %
427

49.45 %
0.22

100.00 %
50.83 %
0,22

48,85
100.00 %

3.88 %
248,18
2,42
61.18
9.19 %
416 X
19.61 %

50.93 %

004

$719.252
$32.529
$751.781

6.28 %
3.38

48.42 %

3.88 %
222.89

2738
7181

8.38 %
4.40 X
20.38 %

5113 %

$628.903
$39.728
$668.632

6.36 %
2.63

51.43 %
0.40

48,17

10000 %

369 %
0.39

10090 %

4.12 %
220.48

457

74.09
9.19 %
381 X
17.79 %

53.69 %

§541.882
$46.623
$588.508

6.39 %
3.73

55.35 %
.39

58.05 %

4,96 %
223.08

20
3.10

61.40

10.81 %
367 X
15.81 %

58.05 %

52.47 %
0.29
47.24

190,00 %

400 %
235.38
287
67,19
9.16 %
4,00 X
18.53 %

52,47 %

€ 10 | abed
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Exhibit No.
Schedule PMA-4
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Proxy Group of Four Value Line (Standard Edition) Water Companies
Capitalization and Financial Statistics
2002-2006, Inclusive

Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved

results for each individual company in the group, and are based upon financial statements as
originally reported in each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and
investment tax credits, less total AFUDC) plus interest charges divided by interest charges.

(4) Funds from operations (as defined in Note 3) as a percentage of total debt.

Selection Criteria:

The basis of selection was to include those water companies: 1) which are included in the Value Line
Investment Survey (Standard Edition).

The following four water companies met the above criteria:

American States Water Co.
Agqua America, Inc.

California Water Service Group
Southwest Water Company

Source of Information:  Standard & Poor's Compustat Services, inc., PC Plus / Research
Insight Database
EDGAR Online’s I-Metrics Database
Company Annual Forms 10K



American States Wates Co.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Aqua America, Inc.

Long-Term Debt

_ Preferred Stock

Common Equity
Total Capital

California Water Service Group
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Southwest Water Company
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Proxy Group of Four Value Line
{Std. Ed.) Water Companies
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

Source of information: Standard & Poor's Compustat Services, Inc, PC Plus / Research Insight Data Base

2006

4861 %
0.00
51.39

106.00 %

5156 %
009
48.35

100,00 %

44.58 %
0.50
54.92

100.00 %

43 85 %
015
56.00

100.00 %

47.15 %
0.18
52.66

100.00 %

Utilities Services of South Carolina, Inc.

for the Years 2002 through 2006

Capital Structure Based upon Permanent Total Capital for
the Proxy Group of Four Value Line (Standard Edition) Water Companies

005 2004 2003
50 46 % 4775 % 5205 %
0.00 000 .00

49.54 52.25 47.95
100.00 % 100.00 % 100.00 %
5261 % 5272 % 52.76 %
0.09 oos 0.07
47.30 47.20 47.17
100.00 % 100.00 % 100.00 %
4807 % 4866 % 5241 %
061 061 0867
51.32 50.73 46.92
100.00 % 100.00 % 100.00 %
4667 % 48 53 % 48.50 %
017 028 0.85
53.16 51.18 50.65
00.00 % 100.00 % 100.00 %
4945 % 4942 % 5143 %
0.22 024 040
50.33 50.34 48.17
100.00 % 100.00 % 100.00 %

Exhibit No. ___

Schedule PMA-4
Page 30of 3
5 YEAR

2002 AVERAGE
5340 % 5045 %

0.00 000

46.60 49.55
100.00 % 100.00 %
5558 % 5305 %

0.06 0.08

44.36 46.88
100.00 % 100.00 %
5536 % 4982 %

077 0.63

43.87 49,55
100.00 % 100.00 %
5707 % 48 92 %

074 044

42.19 50.64
100.00 % 100.00 %
55.35 % 50 56 %

039 029

44.26 49.15
100.00 % 100.00 %
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Utilities Services of South Carolina, Inc.
Hypothetical Example of the Inadequacy of
A DCF Return Rate Related to Book Value
When Market Value is Greater / Less than Book Value

1 2 3
Book Value with Book Value with
Market to Book Market to Book
Line No. Market Value Ratio of 180% Ratio of 80%
1. Per Share $ 24.00 $ 1333 $ 3000
2. DCF Cost Rate (1) 10.00% 10.00% 10.00%
3 Retum in Dollars $ 2.400 $ 1333 $ 3000
4. Dividends (2) $ 0.840 $ 0840 $ 0840
5 Growth in Dollars $ 1.560 $ 0493 $ 2160
6 Return on Market Value 10.00% 555% (3) 12.50% (4)
7 Rate of Growth on Market Value 6.50% (5) 2.05% (6) 9.00% (7)

Notes: (1) Comprised of 3.5% dividend yield and 6.5% growth.
(2) $24.00* 3.5% yield = $0.840.

(3) $1.333/ $24.00 market value = 5.55%.

(4) $3.000 / $24.00 market value = 12.50%.

(5) Expected rate of growth per market based DCF model.
{

6) Actual rate of growth when DCF cost rate is applied to book value ($1.333 possible earnings - $0.840
dividends = $0.493 for growth / $24.00 market value = 2.05%).

(7) Actual rate of growth when DCF cost rate is applied to book value ($3.000 possible earnings - $0.840
dividends = $2. 160 for growth / $24.00 market value = 9.00%).
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Schedule PMA-6
Utilities Services of South Carofina, Inc.
Indicated Common Equity Cost Rate Thiough Use of the
Singie Stage Discounted Cash Flow Modet for
the Proxy Group of Eight AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line (Standard Edition) Waler Companies
Based upon Historicat and Projected Growth in DPS, EPS. and BR+SV
1 2 3 ¢ 5
Dividend Indicated
Average Growth Adjusted Common
Dividend Component Dividend Growth Equity Cost
Yield (1) (2) Yield(3)  _Rate(4) Rate (5)
Proxy Group of Eight AUS Utility
Reports Water Companies
American States Water Co 27 % 01 % 28 % 50 % 78 %
Aqua America, inc 21 a1 22 77 99
Artesian Resources Corp 29 o1 30 60 80
California Water Service Group 32 [15} 33 46 79
Connedlicut Water Service inc 36 o1 37 52 83
Middiesex Water Company a7 o1 38 38 76
SJW Corp 19 01 20 77 97
York Water Co 2.7 0.1 28 __6o 8.8
Average 29 % 0.1 % 30 % 58 % 9.3 % {6)
Proxy Group of Four Value Line
(Standard Edition) Waler
Companies
American States Water Co 27 % 01 % 28 % 506 % 78 %
Aqua America, inc 21 ot 22 77 99
California Water Service Group 32 01 33 46 79
Southwest Waler Company 1.8 0.1 1.9 18 95
Average 25 % 0.1 % 26 % 62 % 9.7 % (6)
e —r
Based upon Projected Growih in EPS
1 2 3 4 5
Dividend indicated
Average Growth Adjusted Common
Dividend Component Dividend Growdh Equity Cost
_Yield (3} (2) Yield (3) _Rate (4) Rate (5)
Proxy Group of Eight AUS Utility
Reports Water Companies.
American States Water Co 27 % 0t % 28 % 70 % 98 %
Aqua America, inc 21 a1 22 89 1t
Artesian Resources Corp 28 o1 30 BO 110
California Water Service Group 32 o1 33 74 107
Connecticut Water Service inc 36 02 38 00 138
Middiesex Waler Company 37 at 38 55 93
SIW Corp 19 o1 20 100 120
York Water Co 27 (K] 28 70 9.8
Average 29 % 0.1 % 30 % 80 % ___103 %6
Proxy Group of Four Value Line
(Standard Edition) Water
Companies
American Stetes Water Co 27 % 01 % 28 % 70 % 98 %
Aqua America. inc 21 01 22 89 11
California Water Service Group 32 01 33 74 107
Southwest Water Company 1.8 0.1 1.9 105 124
Average 25 % 0.1 % 26 % B85 % 105 % (6} (7)
Conglusion

Proxy Group of Eighl AUS Utility
Reporis Water Companies

Proxy Group of Four Value Line
{Standard Edition) Water
Companies

Notes:

9.8 %
e

101 %
e ]

(1) From Schedule PMA-7 of this Exhibit

(2) This reflects a growth rate component equal to one-half the conclusion of growth rate
{from page 1 of Schedule PMA-9 of this Exhibit) x Colurnn 1 to refiect the periodic
payment of dividends (Gordon Model) a5 opp to the Z Thus,
for American States Water Co, 2 T x { 12x50%}=01%

{3) Column 1 + Column 2
{4) From page t Schedule PMA-9 of this Exhibit
(5) Column 3 + Column 4

(6) Includes onty those indicated common equity cost rales which are greater than 8 6%,
i e . 200 basis points above the prospective yield on A rated Moody's public ulility
bonds of 6 6% (from page 1 of Schedule PMA-10 of this Exhibit)

(7) Exciudes Conneclicut Wates Service Inc *s result of 13 B% and Southwest Water
Company's result of 12 4%, because in Ms. Ahem’s opinion it is uniikely that a water
company would be authorized a return rate on common equity of 12 0% or grealer
based upon the DCF modet in the immediate future



Proxy Group of Eight AUS Utility
Reports Water Companies

American States Water Co.
Aqua America, Inc

Artesian Resources Corp.
California Water Service Group
Connecticut Water Service inc
Middlesex Water Company
SJW Corp

York Water Co.

Average

Proxy Group of Four Value Line
(Standard Edition) Water Companies

American States Water Co.
Agqua America, Inc.

California Water Service Group
Southwest Water Company

Exhibit No. ___

Schedule PMA-7
Utilities Services of South Carolina, inc.
Derivation of Dividend Yield for Use in the
Discounted Cash Flow Model
Dividend Yield
Average

of Average

Spot Last 3 Dividend
(7/10/2007) (1) Months (2) Yield (3

2.7 % 26 % 27 %
21 20 21
35 22 29
3.2 31 3.2
35 3.6 36
3.7 36 37
1.9 1.8 1.9
2.7 2.6 2.7
2.9 % 2.7 % 28 %
27 % 26 % 27 %
2.1 2.0 21
3.2 3.1 32
1.8 1.8 1.8
25 % 2.4 % 25 %

Average

Notes.

(1) The spet dividend yield is the current annualized dividend per
share divided by the spot market price on 7/10/07.

(2) The average 3-month dividend yield was computed by relating
the indicated annualized dividend rate and market price on the
last trading day of each of the three months ended June 30,

2007.

(3) Equal weight has been given to the 3-month average and spot
dividend yield. This provides recognition of current conditions,

but does not place undue emphasis thereon.

Source of Information:  Standard & Poor's Compustat Services, Inc., PC Plus
Research Insight Database

EDGAR Online's I-Metrics Database
finance.yahoo.com



Exhibit No. ___
Schedule PMA-8

Utilities Services of South Carolina, Inc.
Current Institutional Holdings (1) and Individual Holdings (2) for
the Proxy Group of Eight AUS Utility Reports Water Companies,
the Proxy Group of Four Value Line (Standard Edition) Water Companies

1 2
July 2007 July 2007
Percentage of Percentage of
Institutional Individual
Holdings Holdings (1)

Proxy Group of Eight
AUS Utility Reports Water Companies
American States Water Co. 54.8 % 452 %
Aqua America 435 56.5
Artesian Resources Corp. 16.1 83.9
California Water Service Group 43.0 570
Connecticut Water Service Inc. 18.5 81.5
Middiesex Water Co. 24.4 75.6
SJW Corp. 426 57.4
York Water Co. 10.9 89.1
Average M7 % 68.3 %
Proxy Group of Four Value Line
Water Companies
American States Water Co. 54.8 % 452 %
Aqua America 435 56.5
California Water Service Group 43.0 57.0
Southwest Water Company 50.1 499
Average 479 % 521 %

Notes (1) (1-column1).

Source of Information:  today.reuters.com, updated July 11, 2007



Proxy Group of Eight AUS Utility
Reports Water Companies
American States Waler Ca.
Aqus Amenca, inc.

Aresian Resources Corp.
Califorma Water Service Group
Connecticut Water Service Inc.
Middlesex Water Company
SJW Corp.

York Water Co.

Average

Praxy Group of Four Value Line
{Standard Edition) Water Companies

American States Waler Ca.

Aqus America, Inc,

California Water Service Group
Southwest Waler Company

Average

Noles:

Ulilties Services

Histoncal and Projected Growt
1 2 3 4 $ &
Five Year Value Line Projecied 2003 Reuters Mean Consensus
Value Line Histoncal Five Histoncal BR 05 to 2009-'11 Growth Projected Five Year
Year Growih Rale (1) + SV (2} Rate (1) Grawtn Rale
No. of
oPs EPS oPs EPS EPS Esl,
1.0 % (2.5 % 44 % 3.0 % 9.0 % 50 M
6.8 8.8 79 9.5 75 10.3 81
38 (8) 63 (5 5.7 NA NA 8.0 (21
1.0 0.5 49 1.0 6.5 8.2 {81
1.0 (0.3 34 NA NA 10.0 11
20 35 4.2 NA NA 55 {2l
5.5 75 71 NA NA 10.0 11
5.2 (8 6.9_(5) 47 NA NA 70 21
33 % 6.5 % (8! 53 % 45 % 7.7 % 8.0 %
1.0 % 25 % 44 % 30 % 9.0 % 50 % a8
6.5 85 7.9 9.5 7.5 10.3 18]
1.0 (0.5) 4.9 1,0 6.5 8.2 (5t
10.0 1.5 1.9 95 11.0 19.0 13]
A8 % 50 % (8 13 % 58 % 85 % 84 %
e — e i commmckiem.

(1) As shown on pages 8 through 15 of this Schedyle. Hisioncal growih rates are five-year compound growih rates.

(2) From page Z of lhis Schedule.
(3) Average of Columns 5 and 6.
(4) From page 6 of lhis Schedule.

(5} Caiculated usmg the same as Velue Line it Survey, Le.. th
(6) Average of Columns 1,2,3,4.5.6. and 8.

(@) From Column 7,

(8) Exciudas negatives.

(9) Average of Column 11 and Column 12,

Source of

Valye Line | Survey, April 27, 2007
slocsk.us.reuters.com, July 11, 2007

85 %
P

z g
Average
Projected Flve Projected Five
Year Growth Year BR + SV
Relo 0 EPS (3} ()
70 % 71 %
8.9 48
8.0 NA
74 58
10.0 NA
5.5 NA
10.0 NA
7.0 NA
8.0 % 58 %
S——
7.0 % 71 %
8.9 48
7.4 58
10.5 52

year base periods ending 2005,

w

Range of Growth Rates

Low

10 % (&
48

3.8

1.0 (8
1.0 (&
20

55

4.7

10 % (&
48

1.0 @
1.8

2.0 %

High

9.0 %(®
10.3

9.0 % (8
10.3

82 ®
11.9

9.9 %

BAN 12 13
Average of
Midpoint and
Average of all
Average of all Growth Rates
Midpor Growtk Rales [N
5.0 % 49 % (8 50 %
7.5 7.8 7.7
5.9 6.0 6.0
46 46 (8 46
55 48 (B 52
3.8 3. 38
1.8 78 7.7
58 6.0 6.0
58 % 5.7 % 58 %
50 % 4.3 % (8) 50 %
75 7.8 17
46 46 (8) 48
6.7 8.4 76
8.0 % 84 % 8.2 %

Gl Jo | abed
6-VINd 8INpayos

"ON HQIUX3



Proxy Group of Eight AUS Utility
Reports Water Companies

American States Water Co.
Agua America, Inc

Artesian Resources Corp
California Water Service Group
Connecticut Water Service inc.
Middlesex Water Company
SJW Corp.

York Water Co

Average

Proxy Group of Four Value Line
(Standard Edition) Water Companies

American States Water Co.
Aqua America, Inc.

California Water Service Group
Southwest Water Company

Average

Notes:

(M
163]
(3)
{4)
)

Exhibit No. ___

Schedule PMA-9
Page 2 of 15
Utilities Services of South Carolina, Inc.
Calculation of Historical BR + SV
1 2 4 5
S v BR +
BR (1} Factor (2) Factor (3) SV (4) SV {5)
32% 25 % 471 % 12 % 4.4 %
51 4.0 69.5 2.8 7.9
27 6.2 47.6 3.0 5.7
1.5 6.5 52.6 3.4 49
25 1.6 58.8 0.9 34
1.1 54 57.0 3.1 42
71 00 50.0 0.0 71
2.4 3.5 66.8 2.3 4.7
32 % 3.7 % 56.2_% 2.1 % 5.3 %
32 % 25 % 471 % 12 % 4.4 %
51 4.0 69.5 2.8 7.9
1.5 6.5 526 34 49
3.8 15.2 53.3 8.1 11.9
34 % 7.1 % 55.6 % 3.9 % 7.3 %

From column 6, page 3 of this Schedule.
From column 12, page 4 of this Schedule.
From column 7, page 5 of this Schedule.

Column 2 * column 3.
Column 1 + column 4




ExhibitNo ___
Schedule PMA-9

Page 3 of 15
Utilities Services of South Caralina, Inc,
Historical Internal Growth Rate (1), i e, BR, for
the Proxy Group of Eight AUS Utility Reports Water Companies, the
Proxy Group of Four Value Line {Standard Edition) Water Companias
for the Years 2002 -2006
1 2 3 4 5 ]
Five-Year
Average
2000-2005
Intemal Growth
2006 2005 2004 2003 2002 Rate.ie. BR
Proxy Group of Eight AUS Utility
Reports Waler Companies
American States Water Co.
Comimon Equity Retum Rate 843 % 1038 % 799 % 559 % 983 %
Retention Ratic 3240 4358 2517 {12 98) 3504
Internat Growih Rate (1} 273 452 201 {073} 344 32%(2)
Agua America, Inc. -
Commeon Equity Return Rate 1061 % 1169 % 139 % 1230 % 1392 %
Retention Ratio 3693 4390 4275 4363 4522
intemal Growth Rate (1) 382 513 487 536 629 51
Aresian Resources Corp.
Common Equity Retum Rate 1015 % 893 % 818 % 741 % 967 %
Retention Ratio 3862 3108 2580 1824 34.96
Internal Growth Rate (1) 3n4 278 21 1.43 338 27
California Waler Service Group
Common Equity Return Rate 75 % 931 % 972 % 868 % 95 %
Retention Ratio 1“0 2581 2297 879 1013
Intemnal Growth Rate (1) 107 240 223 076 097 15
‘Connecticut Water Service Inc
Common Equity Return Rate 702 % 784 % 1093 % 1123 % 1160 %
Refention Ratio {5 16} 498 2902 2882 2820
{nternal Growth Rate (1) {0 36) 039 317 324 327 25{2)
Middlesex Water Company
Common Equity Return Rate 855 % 845 % 837 % 817 % 1010 %
Retention Ratio 1635 6439 985 {6 51) 1333
Internal Growth Rate (1} 140 055 [:X] {0 53) 135 11¢2)
SJIW Corp.
Common Equity Retum Rate 1818 % 1148 % 1127 % 1168 % 940 %
Retention Ratio 7266 5523 52 80 52 55 4094
imernat Growth Rate (1) 1322 634 596 614 385 71
York Water Co. o
Common Equity Return Rate 1052 % 1185 % 1217 % 1166 % 1037 %
Retention Ratio 2087 2470 25 86 2104 12.32
Internal Growth Rate (1) 220 293 315 245 128 24
Average 32 %
Proxy Group of Four Vaiue Line
{Slandard Edition) Water
American Stales Water Co.
Common Equity Retumn Rate 843 % 1038 % 799 % 559 % 983 %
Retention Ratio 3240 4359 2517 {12 98) 35.04
Internal Growth Rate {1) 273 452 201 {073) 344 32%(2)
Agqus America, Inc.
Comymon Equity Return Rale 1061 % 1169 % 1139 % 1230 % 1392 %
Retention Ratic 3693 4390 4275 4361 4522
Internat Growth Rate (1) k74 513 487 536 6.29 51
California Water Service Group
Commeon Equity Return Rale 756 % 83t % 8972 % B&3 % 958 %
Retention Ratic 1421 2581 2297 879 10.13
Internat Growth Rate (1) to7 240 223 07 13:74 15
Souihwest Water Company
Common Equity Relum Rate 589 % 538 % 440 % 020 % 1032 %
Retention Ratio 46 26 4200 2186 6423 6402
Inlemal Growth Rate (1) 277 226 596 655 661 _ 38
Average =w34 %
Notes: (1) The internal growth raie is d equity retum rate by the
retention ratio (100% minus the dividend payoui raho) All data are on a consolidated
basis
{2) Excludes negatives
Source of i Standard & Poor's C Services, inc , PC Plus / Research Insight Database



Proxy Group of Eight AUS Utility
Reports Water Companies
Amencan States Water Co.

Agua Amencs, Inc,

Artesian Resources Corp,

California Water Service Group
Connecticut Water Service Inc.
Middlesex Water Company

SJW Corp.

York Water Co.

Average

Proxy Group of Four Value Line
(Standard Edition) Water Companies
Amencan States Water Co.
Agqua America, Inc.
Callfornia Water Service Group
Southwest Water Company

Average

Notes; (1) Year-end shares outstanding.
(2) Excludes negatives.

1

2001
Common
Shares

Quistanding (1)

15.120
113.977
4,580
15.182
7.648
10.168
18.270
9,462

15.120
113.977
15.182
14,174

0.4
(0.7)

@8

%

Utiliies Services of South Carolina, Inc

Utst,

Cateytatl f Five Year Avera rowth fo] hare:
3 4 S g
2002 2003
Commor Common
Shares 02-03 Shares 03-04

Qutstanging (1

15,181
113.195
5794
15.182
7.840
10.356
18.270
9,547

15.181
113.185
15.182
13.662

Growth Quitstanding (1} Growth

02 % 15.212 101 %
9.1 123.452 3.0
1.0 5.852 1.4
1.8 16,932 88
0.3 7.867 09
2.0 10.567 7.5
0.0 18,270 0.0
08 9.629 73
02 % 15212 101 %
9.1 123.452 3.0
11.5 16,932 8.5
184 18.173 25.9

Source of Information:  Standard & Poor's Compustat Services, inc., PC Plus / Research insight Database

z

2004

Common
Shares

Qutstanding (1)

16.752
127.180
5.934
18.367
8.035
11.359
18.270
10,33t

16.752
127.180
18,367
20.365

i L8,

]

04-05

0.3
1.4
1.8
0.1
1.7
20
0.0
0.7

03
1.4
01
38

Growth

%

%

2

2005
Comman
Shares

Qutstanding (1)

16.798
128.969
6.021
18.390
8.170
11.584
18.270
10.400

16.798
128.969
18.390
21.128

10

05-06

15
26
11

123

1317
0.1
77

1.5
26
12.3
127

Growth

%

u

2008
Commaon
Shares

Quitstanding (1)

17.049
132.325
6.086
20.657
8.270
13.168
18,282
11.201

17.049
132,325
20.857
23.802

12
Five Year
Average
Common

Share

Growih

25 %
4.0 (2)

Gi jo y abed
6-ViNd aInpauos
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Proxy Group of Eight AUS Utility
Reports Water Companies

American States Water Co.
Aqua America, Inc.

Artesian Resources Corp.
California Water Service Group
Connecticut Water Service Inc.
Middlesex Water Company
SJW Corp.

York Water Co.

Average

Proxy Group of Four Vaiue Line
(Standard Edition) Water Companies

American States Water Co.
Aqua America, Inc.

California Water Service Group
Southwest Water Company

Average

Notes:

Source of Information:  Standard & Poor's Compustat Services, inc., PC Plus / Research Insight Database

Utilities Services of Scuth Carolina. Inc.

Calculation of the Premium/Discount of a

Company's Stock Price Refative to its Book Value, i.e., V Factor

1 2
2002 2003
Market Market
to Book to Book
Ratio (1) Ratio (1)
180.6 % 180.3 %
289.8 2956
162.0 184.5
181.6 199.8
266.2 265.0
232.9 247.9
167.3 157.2
281.5 286.9
180.6 % 180.3 %
289.8 295.6
181.6 199.8
240.3 206.2

3 4 S 8 z
2004 2005 2006 Five Year
Market Market Market Average
to Book to Book to Book Market to Y
__Ratio (1) Ratio (1) Ratio (1) Book Ratio Factor (2)
164.3 % 191.5 % 228.9 % 189.1 % 471 %
291.4 383.8 376.5 3274 69.5
192.8 211.1 203.6 190.8 47.6
2126 231.6 229.0 210.9 52.6
250.5 2231 207.7 242.5 58.8
2417 238.9 200.8 232.5 57.0
178,2 210.6 286.5 200.0 50.0
287.5 311.0 340.0 301.4 66.8
236.8 % 56.2 %
164.3 % 1915 % 228.9 % 189.1 % 471 %
291.4 383.8 376.5 327.4 69.5
2126 231.6 229.0 2109 52.6
2225 185.8 215.6 214.1 533
235.4 % 556 %

(1) Market to Book Ratio = average of yearly high-low market price divided by the average of beginning and

ending year's balance of book common equity per share.

(2) (1-(100/ column 6)).

EDGAR Oniline's I-Metrics Database
Company Annual Forms 10-K

Gl jo g abed
6-YNd 3INpayos
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Proxy Group of Eight AUS Utility
Reports Water Companies
American States Water Co.
Agua America, Inc.
Artesian Resources Corp,
California Water Service Group
Connecticut Water Service Inc.
Middlesex Water Company
SJW Corp.
Yark Water Co.

Average

Proxy Group of Four Value Line
(Standard Edition) Water
American States Water Co.
Aqua America, inc,

California Water Service Group
Southwest Water Company

Average

Notes:

Utilities Services of South Carolina, inc.

Calculation of Projected BR + 8V

1 2 3 4 s & z 8 g 0 n
Common Shares
Qutstanding (1)
(000.000) Projected 2010 - 2012 (1)
High Low Average
Actual Projected S Stock Stock Book Stock \%
2006 2010-2012 Factor (2) Price Price Value Price (3) Factor (4) SV () BR(6) BR +SV{7)
17.05 22.00 52 % 50.00 35.00 22.25 $42.50 476 % 25 % 46 % 71 %
132,33 140.00 1.1 30.00 19.00 9.30 24.50 62.0 0.7 3.9 4.6
NA NA NA NA NA NA NA NA NA NA NA
20.66 23.00 2.2 50.00 40.00 21.30 45.00 52.7 1.2 4.6 5.8
8.27 NA NA NA NA NA NA NA NA NA NA
13.17 NA NA NA NA NA NA NA NA NA NA
18.28 NA NA NA NA NA NA NA NA NA NA
11.20 NA NA NA NA NA NA NA NA NA NA
2.8 % 54.1 % 1.5 % 44 % 5.8 %
S
17.08 22.00 52% $50.00 $35.00 $22.25 $42.50 476 % 25 % 48 % 71 %
132,33 140.00 1.1 30.00 19.00 9.30 24,50 62.0 0.7 3.9 4.6
20.66 23.00 2.2 §0.00 40.00 21.30 45.00 52.7 1.2 46 5.8
23.80 30.00 4.7 18.00 12.00 10.50 15.00 30.0 1.4 38 5.2
33 % 48.1 % 1.5 % 4.2 % 57 %
e T ) RPRTICT T

NA = Not Availabie

52
@

(3
(4)
(8
(6)
M

From pages 8 through 15 of this Schedule.

The S Factor is the six or five year compoun
2012 projection) common shares outstanding.

The Average Stock Price is the average of column 4 and column 5.
(1 - (column 6 / column 7))
Column 3 * column 8,

From page 7, column 14 of this Schedule.
Column 9 + column 10.

Source of Information: Value Line Investment Survey, April 27, 2007

d growth rate between the 2006 and 2011 (mid-point of 2010-

Gl J0 g abed
8-ViNd aInpayos
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Proxy Group of Eight AUS Utility
Reports Water Compantes______
Amencan Siates Water Co.

Aqua Amenca, Inc.

Artesian Resaurces Corp.

Califormia Water Service Group
Connecticut Water Service Inc.
Middlesex Water Company

SJW Corp.

York Waler Co,

Average

Proxy Group of Four Vaiue Line
{Standard Edition) Watar Companies,
Amencan States Water Ca.

Aqua Americs, inc.

California Water Service Group
Southwest Water Company

Average

Notes:

Source of information;

NA

m
)
&)
(4}
51
&
M
@

Uil vie ! i}
1 I
1 2 ) 4 H &
2008 $010:2017

Common Total Common Common Tota! Common

Equity Capital Equity Equity Capttal Equdty
%) (1), $ miif) (1 (S mit) (2) %) (1 $ mu) (1) ($ i} (3)
51.40 % $551.60 $283.52 5050 % $965.00 $487.23
49,20 1,873.30 921.68 49.50 2,550 00 1,262.25
NA NA NA N Na NA
56.20 672.60 378.56 51.00 965.00 492,15
NA NA NA NA NA NA
NA NA NA NA NA NA
NA NA NA NA NA NA
NA N, NA NA NA NA
51.40 % $551.60 $283.52 50.50 % $865.00 5487.33
43.20 1,873.30 921.66 49.50 2,550.00 1.262.25
56.20 673.60 378.56 51.00 9656.00 482.15
§6.40 285.10 166,44 56.50 560.00 316.40

= Not Available

From pages 8 thraugh 15 of this Schedule.

Column 1 * column 2.
Column 4 * solumn §.

Five year compound growth rate
2 ({4 + column T}/ (2 + colurm ™.

Colume 8 * catumn §.
1 - {column 12 / column
Column 18 * eofumn 13,

1.

Valug Line Investment Survey, Apni 27, 2007

~

Annual
Comman

Equity

Growth
Rate (4)

11.44 %
6.49
5.3%

13.79

\n comeman equity fram 2008 to 2010-2012 or ({{{column 8 / column 3} ¢ (1/S)) - 1)}

ROE
Adjustment

Factor (S

1.05 %
1.03

1.03

NA
NA
NA

105 %
1.03
1.03
1.06

8 19 u 12 1 i)
2010-2012
Retum on
Retum on Average Projecied
Common Common Relenton internat
Equity {3) Equity (6 ERS (3 oPSs Ratio (7. Growth (8
.00 % 9.45 % $2.08 §1.06 483 % 46 %
11.50 11.85 1.05 0.70 333 29
NA NA NA NA NA NA
10.00 10.30 PAL 1.20 44.2 46
NA NA NA NA NA
NA NA NA NA NA
NA NA NA NA NA
NA NA NA NA NA
900 % 9.45 % §2.05 $1.06 48.3 % 46 %
11.50 11.85 1.05 0.70 333 39
10.00 10.30 2.5 1.20 42 48
780 7.42 0.70 0.34 514 3.0
4.2 %

Gi 40 £ abed
6-VINd @Inpayos
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Exhibit No.
Schedule PMA-9
Page 8 of 15

RECENT PE Traiting: 2.6 \{ RELATHE DiVD
AMER. STATES ATER NYSE-AWR PRICE 36.70 lRAﬂO 24.5(Mzrﬁan: 1!.0) PIE RAIO 1.26 Yib 2.60/0 5
eSS 5 wemws | 1] 23] B1] B3] H3] 23] Se| mo| Be| ma| Hi| %3) % Target Price Range
SAFETY 3 New2ind LEGENDS
— i.2§xmvmnds5rsh T B 5 80
TECHNICAL 3 Loued 77 divided by netes) Pale —
e Price Swength S 60
BETA 80 (100= Markel) Itor-2 spil 6402 g
57512 PROJECTIONS | “Bhoris area Indicates recession . 0
X Anp'l Total Wik i A I T et bkt 2
High nge ("6335‘:':/: F'z’coh'j/:n T I ¥ as e 2
low 35 (-5%; 2% . |,I|' N it ST T .
Insider Declslh _ : == i . . 15
JSASOND SETEET e J N PR
why 000O0D01000HEN & o 10
Ofs 302001000 B 75
ws# 302002000 % TOT. RETURN 3007
institutional Decislons l " ;ﬁl vm,;,‘
M 30008 408 | percent 6 e 93 ox L
R g | L L moE
1991 | 1902119931 1994 | 1995 | 1996 4997 | 1998 | 1999 [ 2000 [ 2001 | 2002 2003 {2004 | 2005 | 2006 | 2007 | 2008 ©VALUE LINE PUB., INC{ 10-12
945 o1l 927 1043} 1103} 11 371 11441 1102} 1281 1217 | 1306 1378 | 1398 | 1364 ] w06 1575 555 15.80 {Revenves pet sh 11.25
178 181 1671 168 175| 175} 185} 204 2261 220 253| 254 2081 223 264 | 2901 30| 3.25|"CashFlow” persh 150
118 115 11 950 103 113 104 1p8] 119§ 28| 135] 1M 8 108 13 183 155| 1.65 [Eamings persh A 205
13 ki 78 B0 81 82 83 B4 85 86 87 87 .83 B9 90 91 94 .97 |Div'd Decl'd per sh B» 1.06
ST 73T o] 28| 28] 240 28| 31| A 3m) 318 e8| 376 | 503 | 428| 391 385| 395 |CapiSpendingpersh | 4.00
830} 885! 985] 1007] 1029 101] 11.24] 1948 | nB2| 1274 1322 | 1405 | 1397 | 3501 | 1572 16.64 17,80 | 19.20 {Book Value per sh 22.25
goT oo WY TIAT| 177 | 1333| 1344 134k} 1344 2 T5a2 | 1516 | 1527 | 1645 ] 1689 | 1705| 8001 19.00 [Common Shs Outst'g © | .2200
581 06| 134] 28] 116) 12b Wu5] 1851 173 1501 167 B3| 519) 232 2881 217 | Bon figgres are Avg Ann'l PIE Ratlo 210
56 64 13 84 .78 7% 84 81 971 163 86| 100 1821 123 1417 147 ValvejLine Relative PIE Ratlo 1.40

20w 6% | 53%| 66%| 67%| 58%| 55% | 50% | 42% 42% | 30% | 36% | 35% | 36% | 34% | 24% estimates—ayg Ann'l Divid Vield 2.5%
CAPITAL STRUCTURE as of 12131706 15381 1481 1734 1840 1975 | 2092 2127 2280 2362| 2688 280 300 {Revenves {$mil} 380
Total Debt $300.4 mil Due in 5 Yrs $3 3mil 11! sl 1| t80) 24 w3} us| 65] 225 233 280|320 |NetProfit {Smil) 450
LY Debt $267.8mill. _ LT Interest $24 0 mil Tl 0% 0% |7 | 0% | B | §35% | 374% | ALOK | 405% | AL0% | 41.0% llncome Tax Rale 0%
{LT interest earned: 3.1x total interest - ) o i o » - o Ni it | AFUDG % to Net P N
coverage: 2 5x) 149% of Cap') : - A to Net Profit i

30% | 436% | 510% | 475% | 54.9% S20% | 520% | 477% | S04% | 486% | 49.5% 49.0% |Long-Term Debt Ratio 43.5%

Leases, Uncapitalized: None 56.3% | 55.7% | 48.4% | 51.8% | 44.7% | 48.0% 4B0% | 523% | 49.6% } 51.4% | 50.5% | 51.0% Common Equity Ratio | 50.5%
Pension Assels-12i06 $64 3 mill. ia | Z | B2 §11] Mi6| a4 | 423 | 44| sms| ssie} BSy 720 Total Capital {mill) 965
gz‘“gi et mil. pid DIVIN 36| aan| wos| sop3 | sme| 5633 | tz3f eek2 | 712} 7506) 75| 835 \NelPlanl {$milf) 75
ock Rone- vidRene % | T0% | 66% | 4% | 6% | 65% | A% | 52% | Sk | BO%| 68| B0% Return on Tolal Cap'l | 6.5%
Common Stock 17,048,137 shs. x| w4 | t00% | 92% | 04% | 95% | 56% | 68% | B5A| BA%| 5% 9.0% Retum onShiEquity | 90%
MARKET CAP: $625 milllon {Small Cap} 92% | 94% | 104% | 93% } 101% o5% | 56% | 66% | B5%| BA%Y 85% 9.0% iReturn on Com Equity 9.6%
CURRENT POSITION 2004 2005 12/31/06 8% 1 29% | 29% | 30% | 36% | 33% NME | 10% | 26% | 27%| as%| 35% Retalned to Com Eq 45%
ca S;MALSIEL‘S 43 130 ag| Bk TEH] Jou | oev | 65% | 6% | 19 | Beth | 7% | 7% 60X | 5B% JARDIvidstoMet Prof 5%
Receivables 14.3 133 14 BUSINESS: American Stales Waler Co. operales as @ holding  ers in the city of Big Bear Lake and in areas of San Bemerdino
}5‘5?’“0‘7 (Avg Cst) 3;‘3 4:; 423 company. Through its principal subsidiary, Golden Stale Waler County. Acquired Chaparral City Water of Arizona (10/00}. Has

Cune; o Assels 53‘ & ng 5 4‘ 3 Company, it supplles waler lo more than 250,000 custorners in 75 roughly 555 employees. Officers & direclors own 3 1% of common
Accts Payable 182 197 240 communlies in 10 counties. Service areas inchude the greater  slock (4/07 Proxy). Chairman: Uloyd Ross Piesident & CEO: Floyd
Dethuay 4598 276 326 metropolitan areas of Los Angeles and Orange Govnlies. The com-  Wichs. Incorporated: CA. Addr: 630 East Foothil Boulevard, San
Other 222 303 _ 29.31 pany also provides electric utility senvices 1o nearly 23,250 custom-  Dimas, CA 91773 Tele ; 909-394-3600. Web: www.aswaler com
Current Liab 86.3 7186 B5.8 v

. > | Regulatory im rovements augur well enacted, RAM would allow recovery of re-

Fix. Chg. Cov. % 325% 325," forngenl'Zan SI:‘.ates Water. The Califor- fund water revenues when actual sales are
ﬁ:’“&ﬁ:ﬁs 1';’;; :f,’;' Es{;“.,:?{,“ nia Public Utilities Commission (CPUC) is below adopted water sales included in the
Revoroen 30% 30% 30% responsible for overseeing utility compa- GRC assumptions. The CPUC has asked
“Cash Flow” 30% 15% 55% | nies and their business practices in the the company to refile its request, sparking
53'."5‘;‘3;5 Lo ‘%g& g-g;'g Golden State. After years of handing down speculation that the commission may back
Book Vaks 40% 45%  6.0% unfaverable decisions in a delayed fashion, such a practice. Although the adoption of

SR st appears as though the board has taken a this methodology would provide significant

Cal- M;I’%I;RTER\.Y;EVSEW 3060 )31 $"“ turn for the better. Under Governor upside to our estimates, as per Value Line
endor |Mar31 Jun. 30 Sep. 30 De¢. ear | o hwarzenegger'’s watch, it has employed protoco}, we will not account for such until

2"034 267 ggg gg? gg g%gg a much more business-friendly approach, a decision is finalized.

gwg 632 21 736 63 | 2688 issuing more favorable decisions in much Government coniracts _provide fur-

2087 | 630 650 780 690 20 shorter tlme._A]_so, the CPUC_ announced ther optimism. The military has ex-

2008 | 670 756 850 730 | 300 that it has eliminated its earnings test on pressed its interest in outsourcing water

EARNINGS PER SHARE ~ - balancing account cost recovery, enabling and wastewater operations at all of its

C:" Mar3? Jun. 30 Sep.30 Dec. 3t L""'“ Cal-based water utilities to recover costs bases. American has already inked deals
endar | P n 3 36D * f 2 | even if they were earning over their al- for a couple of these bases, and additional

%ggg % g‘: i; ;1)3 H gg lowed ROE in the district. We view these deals could add upside to our 3- to 5-year

2005 | 35 ¥ B2 U RES developments as _positives for AWR. It has projections. R

%7 | 3 4 a5 35| 15518 number of GRC cases being reviewed Still, most inyestors will want to take

008 | .37 43 4B 3T} 165 that may well add to our current earnings a pass on this untimely issue. We are

QUARTERLY DIVIDENDS PAID P 22} estimates of $1.55 for this year and $1.65 concerned that infrastructure costs will in-

c;" " u ® Deci 5": for 2008. crease at too fast a rate over the next
| endar | Mar31 Jun30 Sep3 Decdi Y9 | phere may be even more good news couple of years and offset any gains we en-

w0 | 21 2t 2 2 ga on the horizon. A fellow Cal water utility vision from the aforementioned initiatives.

ggg; gg; gg; ggg gg 'gg provider filed a general rate case last year Therefore, the stock holds limited 3- to 5-

206 | 25 25 25 235 9 petitioning the CPUC to enact a water rev- year appreciation potential. .

2007 | 23 enue adjustment mechanism (RAM). If AndreJ. Costanze April 27, 2007
(A} Primary Ings. Excludes ing | due early May. 1€} In millions, adjusted for splits. Company's Financial Strength B+
gains: ‘91, 73¢; 92, 13¢; 04, 14¢; 'g5, 25¢; | (B) Dividends hislorically paid in early March, Stock's Price Stability 75
06, 6¢. Quarterly earnings may not sum due to June, September, D ber. » Div'd reinvest: Price Growlh Pessistence 85
change in share count Next eamings report | ment plan avaliable. Earnings Predictabliity 60

beioved 1o be rpkable and ls provided without wananiies of any kind.
lon Is sty for ibes’s DwR, nan- i), internal use. No pant
used fo genesating or marketing any prinisd or etectronic pubication, senvice of produd.
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RECENT PE Tralling: 334 \[RELATIVE DIVD
AQUA AMERICA nyse.n T 93,37 10 20.6 (et B 1,530 ;
Mol 571 851 135] 11.5] 120] 48] 150] 168| 185} 2921 298} 24 i
;‘:‘:E"T":ESS g :‘:::j’:?; :iréms 831 3| el 83| 'ed| 5| 1e| 2| 15| 209 208 ToTa) 2011 (2035
3 R el ﬁahn 64
TECHNICAL Lowered 122206 | nghrat;m Slrengﬂ\‘ o
BETA 90 {1.00= Markel) 34012 5pH 7/9% Tord 40
—miTPROJECTIONS |ooe e L Lt L b A e 2
Angy'l Total| 5-lor-d spat 120} chra S 2
Prce  Galn Retom | SHord spR 1 T 1AL A 50
High 30 (+30%) 9% |Lii3spt 1285 3 NG —
Low 19 (-zo%} 2% JOps e o etes meession T e e 18
tnsider Declslons ; LA 12
JIASONDUJF )
why 000D O0OOOD '='-u“’,1‘m'-‘”|" I 8
R LR e e B T . s
Tnstitulional Decislons ] : l - TR I % TO'I’.::WR:%
omes 3w 005 | peront | siock  DOEK |
oy g | i TR
lewow_sonoe a4s37 5834 | o i 5w, 713 758 |
7901 [ 199271 1993 | 1994 | 1935 1997 | 1998 | 1999 | 2000 | 2001 | 2002 }2003 |2004 | 2005 {2006 2007 | 2008 | ©VALUE UNE PUB, INC} 30-12
24| 1e2] to| 182] 184 202) 208| 241| 246] 270| 285 207 348} 85| 403| 435) 465 [Revenvespersh 535
45 39 42 42 47 56 61 12 .16 86 94 951 108 121 126 1.40| 1.50 {"Cash Flow” persh 1.50
25 2% 24 26 2 34 40 42 47 51 54 51 64 " 70 .80 .50 |Earnings per sh A 1.05
A3 20 21 21 22 24 26 27 .28 .30 32 35 37 Al A4 48 .55 {Div'd Decl'd per sh = R
54 60 41 46 2 58 82 a0 1967 18| 12] 132 154 184 { 205 216| 215 |Cap7Spending per sh 230
207 209) 228} 241] 246 o84l 32| 342! 85| 415| 436] 534 | 5BY| 63| 66| 715 7.45 {Book Value per sh 9.30
41421 5120) 5940| 50771 B3M 6747 | 1220 | 10680 | 191182 113,07 | 133.45 | 123.45 | 127.18 | 128.97 | 132.33 | 134.00 | 136.00 Common Shs Oulst'g © | 140.00
08| 125] 184 135 120 1781 225| 212| 182 236| 236] 245] 251 TH 1 34.7 | Bol fighses sre | AVG Ann'l PfE Ratio 230
69 1] 85 8 80 103 117 121 118 124 129 140 133 1.69 1.88 ValuejLine Relative PJE Ratio 1.55

7.2%] 68%) 59%| 60%] 62% 39% | 20% | 30% | 33% | 25% | 25% | 25% | 23% | 18% | 19% estimaies 1 pva Ann't Div'd Yield 29%
CAPITAL STRUCTURE as of 12/31/06 19621 1510 2573 | 2755 307.3 | 3220 | 3672 | 4420 | 4948 5335 580 630 |Revenues {$mill) 750
Total Debt §1102 1 mill Due In 5 Yrs $143 3 mit 2321 288 450| S507) 585 627 673 800 g2l 020 105 120 {Net Profit {$mil) 150
LLTT’?;"" st T 6 LT Interest ;55"";'“ [ 6% | J05% | 4% [ 3B0% [ 993% | J65% |30%% |B4% | 4% | 6% | 395% [ 39.0% fincome Tax Rale B
(st eamed. 38 el e ot oy | ) el ]l el ) I 20% | 20%| 20% |AFUDC%to NetProfit | 20%

TS A% [ 527% | 520% | 520% | 522% | 542% | 514% | 50.0% | 520% | 50.8% | 51.0% 52.0% [Long-Term Debt Ratlo 51.0%
Penslon Assets-12/06 $126 5 mil. 248% | 466% | 46.7% | 47.8% | 47.7% | 458% | 4B6% | 50.0% | 48.0% 49.2% | 49.0% | 48.0% [Common Equity Ratio 49.5%
Obkig. $1783mil. | 42721 4956 | 7827 8031 ] 9004 | 10762 [ 13557 | 14973 | 16004 18733 1970} 2110 |Total Capital {(Smilf) 2550
Z{:’mﬁ::;"g‘;"ci 130,325,690 shases 5345 | 609 | 11354 | 12504 | 13684 | 14908 | 1824.3 | 20638 | 22800 | 2506.0| 2700 | 285D |Net Plant {Smill) 3500
o T4% | T6% | T6% | 74% | 16% | 6% | 64% | 67% | 69% | 65%| 70% 7.0% |Return on Total Cap’l 7.5%
119% | 123% { 122% | 40.7% | 123% | 127% | 102% J107% | 12% | 100% | 11.0% 11.5% |Retusn on She. Equity 11.5%
MARKET CAP: $3.1 billlon {Mid Cap) 120% | 124% | 123% | 91.7% | 124% 1 127% | 102% [ 10.7% | 11.2% 10.0% | 11.0% | 11.5% [Return on Com Equity 11.5%
CURRENT POSITION 2084 2005 1203106 | 36% | 45% | 43| 47% | 51% | 51% A% | 46% | A9% | 37%| 40% | 45% [Retainedto ComEq 4.0%
Cas‘t‘\u}'\LsLsLLs 13.4 1 W% | 6% | 5% % 59% b 59% | 59% § ST% 56% | 63% | 63% | 54% [AllDivdsto Nei Prof 66%
ecelvables B4.5 627 BUSINESS: Aqua America, Inc is the holding company for waler  others. Waler supply *06: residential, 60%; ial,
'8;‘:!;‘0” (AvgCst) gg ?,g and waslewater uliliies thal serve approximately 28 millon sesi-  14%; industial & other, 26%. Officers and directors own 1 2% of
Cument Assels 631 900D denls in Pe!msyiva:]ia, Ohlo, Nowth Carolina, Illingls. Texas, New the common stock {4/06 l?ruxy). Chairman & Chief E}ecut’rve Of-
Accls Payable 235 555 Jersey, Flerida, Indiana, ar}d five other states. Dmestgd '(h:ee of ficer. Nicholas DeBenedi p d: Pennsylvania Address:
Debt Due 1353 1631 four non-water kb in '01; telernark group in '93; and 762 West Lancaster Avenus, Bryn Mawr, Pennsylvania 13010. Tet-
Other 58.6 447 olhers. Acquired AquaSource, 7/03; Consumers Water, 4199, and  ephone: 610-525-1400. Intemet: WV 3GUBamerica.com.
gl‘;"g:g’uav ;;Z,; :?3; Agqua America’s resnlts are starting to Island. Although the acquisition strategy
An;lUAL RAT.ES ot Past ETONR5 improve. After regort.mg weak profits for makes sense, it probably adds some risk.
ofchange e ) Pt iy o | the first nine months of 2006, the cormpany Acquired facilities can require expensive
Revenues 70% 80%  65% | posted a 12% earnings advance in the final capital improvements to qualify for rate

“Cash Flow" a5% 9.5 75% | quarter of the year. Problems, such as increases. Also, expenses, su as
E%."‘o'é‘.?is 205 8% higher production costs, increased short- depreciation, can rise, before being fully
Book Value 95% 11.0% term financing expense, poor weather, and  offset by higher revenue.

QUARTERLY REVENUES (s it delays in regulatory approvals, eased a bit We expect earnings to advance at

c:l; Mar3f JundD Sep.3d Dec3t during the gquarter. about 6%-10% annually, on average,
e - L2 Incr d rates should help lift re- for the next few years. We are leaving

ggg; 1233 12&? gg: gg; sulis in the year ahead. A_lr.hm.xgh one of our earnings estimate for 2007 unchanged,

2006 {1180 1317 1470 1368 the company’s largest subsidiaries, Aqua and are introducing an estimate of $0.90

207 |10 150 160 40 Pennsylvania, received a sul?stax_)tlal lift in per diluted share for 2008 at this time.

2008 |140 160 180 150 rates in _mid-2006, contributions from The company should be able to improve ef-

py EARMINGS PER SHAREA these  adjustments should be more ficiency at some of its recently purchased
en:" Mar3! Jun3d Sep.3d Dec3t meaningful in 2007. In addition to the businesses. Results should also benefit

TR KR m 2 7 recent settlement of rate cases in Hlinois from moderating chemical prices and ener-

%05 | 15 7w w and New Jersey, we expect Aqua America gy utility eosts.

o061 13 47 21 49 to receive further rate increases in 2007 These shares are .ranked 4 (Below

07| 46 2 2 0 and 2008. Average) for Timeliness. Further, our

008 ) 20 .24 24 .2 The company will likely expand current projections indicate the issue of-

cot. | GUARTERLY DVIDENDS PAD® = through acquisition. Aqua America com- fers little, if any, appreciation potential for
endar |Mar3t JunD Sep30 Decdt leted about 2B acquisitions in 2006. The the next 3 to 5 years. The dividend payout

- 3 . argest purchase, New York Water Serv- remains at about 63%, which is consider-

2:32 g‘ %4 334 ‘395 jces, which closed at the end of the year, able. But the yield on this stock is not too

5005 08 098 098 537 helped expand the customer base consider- attractive and thus offers limited downside

2006 | 107 407 445 115 ably. More recently, the company agreed price protection for investors. )

2007 | 415 to buy Aquarian Water of Sea CIiff, Long Adam Rosner April 27, 2007
A} Primary shates oulstanding thr '95; operations: ‘36, 2¢. Nex! eamings report | (C} In millions, adjusted for stock spits. Company’s Financia Strength B+
gill)nemeaﬂar. Exd. nonreng gag:g(r;osses): due & W?Aa «(Bgsﬁiwdends Ns!oﬂncgs!y ppaoid @ 8 * smf's lzvlc: Stability ? BS
‘90, (38¢); '81, (34¢); '92, (38¢). *99, (11§, ‘0D, | in early March, June, Sept & Dec, » Div'd Price Growth Persistence 90
2¢; '04, 2¢; '02, 5¢, °03, 4¢ Exd. gain from ! t plan avallable (5% di ), Earnings Predictability 100

and is provided without wanranties of sny kind.
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RECENT PE Traifing: 30.4 }| RELATIVE DD 0 A
CALIFORNIA WATER nyse.cur A 40,72 o 95,9 (L mNE a6 1,341 2.8%
eSS B e | 12| 203] 6] BT B3 3| B8] B3| B3| W3] Bi| B8] %8 TargtPric anas
SAFETY 2 Lowsedd/itns | LEGENDS
3 T e o e Pote 8
TECHNICAL Lowered 12607 . P d’mbxricn iy o
BETA 90 {100=Market) | ot spi ums °
20640-12 PROJECTIONS ded arma indicates recession ™ ‘e 40
Ann'l Total /j rmﬁ" i LK
Price  Galn  Relurn " LTS A TS 30
Wigh 50 (ezs-/.g 8% o+ =t 25
Low 40 (NH) 2% oo =i 20
Insider Decls} IRHE Sl Gl IS - : g 15
JJASONDJF Rl MR NS R
why 000000000 - perte 10
000000000 75
4 000000000 + TOT. RETURN 3107
Institutional Declsions WS AT
0206 305 ACIO06 siock B L
by oz de ' w88 b
_‘fégm T R \ Sy. 798 758
4991 | 1992 | 1993 1994 | 1995 | 1996 1997 | 1998 | 1999 {2000 | 2001 {2002 2003 | 20,04 ] 2005 | 2006 | 2007 | 2008 | ©VALUE LINE PUB., INC 0-12
1.48] 1228 1334 1259 1317] 1448 15481 1476| 1596 | 1616 1626 | 17.33 1637 1748 ) 1744} 1620 | 1740} 18.45|R persh 21.30
198 1.92 2.25 202 207 260 202} 260f 275§ 282} 220 265 251 283 303 2.76 320 345 |“CashFlow” persh 390
121 1.08 135 122 117 151 183 145} 18 13 94 125 124 146 147 134 1.60{ 1.75 [Eamings persh A 215
0 83 .86 ool t02) to4] 106] 107) 109} 140 [ALA IR RALE AL 1.4 15| 196 1.17 |Divd DecPdpersh®s 1.20
305 300| 2531 226] 237 283| 261 2741 344 { 245| 409§ 582 43| 3N| 40 478 4351 4.50 [Cap't Spending per sh 435
10351 1051 1080( 1156 1172} 122§ 1300 1338 | 1343 1280 1205 1312 | M4.44 ] 1566} 1579 | 1831 | 13.05] 19.55 |Book Valuepersh© 21.30
T38| 19.38| 11.98| 1249 1254] 1262 62| 1262| 1204 | 1515 .18 5361 7603 | 1837 | 18.09 | 2066 21.00[ 21.50 [Common Shs Ouist'y 512300
112 14.1 136 L% 137 13 126 178 118 1861 2714 98] 221 01 FZIE) 286 | Bold figres ar= |Avg Ann'] PIE Ratio 21.0
12 86 80 92 k73 75 13 93 1.0 1271 138§ 108 126 106 133 1.57 ValueiLine Relative P/E Ratio 1.40

56% | 6% | 52% | 58%| 64% | SB%| AS% | 42% | 40% | 43% aan | asm | oa2% | oaow | 3| 3am | =" [Avg AnniDive Yield 2%
CAPITAL STRUCTURE as of 12/31/06 19531 1863] 2064 | 2448 | 2468 262} 2rr4 ] 56| 3207 3347 365 390 R {$mill) 490
Total Debt $293 6 mit Due in 5 Yrs $11.5 mill. 23l a4l 98] ol w4l 94| 94| 60| 272] 256) 3501 400 |NetProt {$mill) 50.0
LT Debt $291.8mil. LT Interest §22.5 mil TEr BT [ 37 9% | 2% | BA% | 7% |8 9% | 396% | 424% | 397% | 410% | 41.0% income Tax Rale 0o

. i . . . .- - .- -- .- - 1103% | 32% ] 33% - Nit Nit [AFUDC % to Net Profit Nit
LT interest eained: 3.5, lota i cov- 3.20) T T o | k| S0 [ 50% | 502% | 186% | 483% | 433% | 445% | 46.5% [LongTeim DebiRatlo | 4B5%
Penslon Assets-12/06 578 4 mill 535% | 54.7% | 52.0% | 50.2% | 48.8% | 44.0% 29.4% | 508% .| 51.1% | 56.2% | 55.0% | 53.0% {Common Equity Ratio 51.0%

. Obiig. $109.1 mil. 67| 3086 | 3338 3088 | 4027 | 4531 | 4984 | So5H | 56B1[ 6736} 730} 7% Total Caphal {$mill) 965
Pfd Stock 535"""-, Pfd Div ‘:2-;5 mit, w04 | 4783 | 5154 | 20| G243 | 697.0 | 7505 | 6003 | 8627 94151 1000} 106D |Net Plant {Smil) 1240
139,000 shares, 4 4% cumulative (825 par). GeL | TR | TEL| SR | 3% | 59% | 56% | 61% | 6% | 5.2% | 65% | 65% [RemonTolalCapl | 7.0%
Common Stock 20,556,698 shs. 3o | o7 | s | 00w | 2% | wa% | 7a% | 89w | 03% | 67% | 85%) 85% [RelumonShiEquity | 10.0%
as of 3/6/07 A% 1 8% | 114% | 100% | T2h | 9L% | 79% 00% | 93% | 68% ) 8.5%| 95% [Retum on Com Equity 10.0%
MARKET CAP: $850 mifllon {Small Cap) 50% | 28% | 35% | 18% | NMF| 10% %] 2| 24% 5% | 25% | 3.5% [Retained to Com Eq 4.5%
CUR}&ELI{T POSITION 2004 2005 12/31/06 s8% 1 74% ] T0% | B2% i 119% 0% | %} 7% 8% 03% | 70% | 53% [ANDW'ds to NetProf 55%
Cas‘in }l\ss;)e|s 18.B 95 60.3 | BUSINESS: California Water Service Group provides regulated and  Corp {11/00). Revenue breakd B6: ial, 70%; b
Other 51.6 _ 427 _ 49.3 | nonsegulaled water service to over 2 millon people (483,900 cus-  18%: public authorities, 5%; industrial, 5%: other, 2% '06 reporied
Current Assets 704 522 109.6 | tomers) in 83 ¢ Jies in Califormia, Washinglon, New Mexico, ~ deptec. rafe: 33%. Has roughly 870 employees. Chaliman: Robent
Accts Payable 198 361 331 | and Howall. Meln service areas: San Francisco Bay area, W Foy President CEO: Peler C Nelson Inc: Delaware Ad-
gﬁérbue 3;; 3;; 351-,3 Sacramento Valley, Safinas Valley, San Juaguin Vialley & pars of  dress: 1720 North First Streel, San Jose, Caklomia 951124598
Current Liab. 573 —758 ~3p73 | Los Angeles. Acquired National Utiily Company (504); Rio Grande Telephone: 408-367-8200. Intemel: www calwater.com.
Fix. Chy. Cov. 338% 361% 317% | California Water Service Group ap- enact some of the reformations proposed in
ANNUAL RATES Past  Past Est'd'03-05| pears poised for a strong bottom-line the Water Action Plan that are on the
changefpersh)  10Vs.  3¥m. 1'10°2 | yrebound this year. Although the water table. A decision is expected in the second
Rovenwes ©z8%  13%  35% | utility provider had some trouble in 2006, half of this year. We are introducing a
Eamings 10% -0.5% 65% we expect better weather conditions, espe- 2008 share-net estimate of $1.75.
Dividends 15% 10% 10% | cially in the first half of the year, to help it Capital constraints remain a problem,
Book Value 30% 30%  50% | hounce back. Meanwhile, there are better though. CWT is making heavy invest-

ol | GUARTERLYREVENUES[Smil) | Fub | regulatory practices in play now. The Cali- ments in its current systems. Indeed, capi-

endar {Mar31 Jun.30 Sep3d Bec3ij Year | fornia lic Utilities Commission tal expenditures have increased sig-

2004 | 602 889 971 694 | 3156 | (CPUC), which is responsible for maintain- nificantly in recent years and are likely to

2005 | 603 815 1011 778 | 3207} ing a balance between consumers and Cal- remain high for the foreseeable future.

2006 | 652 813 1078 806 | 3347 based utilities, recently awarded CWT an Unfortunately, it does not have enough

207 | 700 00 120 850 | 365 | allowed ROE of 10.2% on iis general rate cash on hand to foot the bill, making addi-

008 | 758 870 128 90.0 |39 | case regarding 24 districts. The ruling was tienal stock and debt offerings necessary.

Cal- EARNINGS PER SHARE » & foit | in line with what we expécted and points Growth-minded investors will want to

endar |Mar31 Jm30 Sep3d Dec3i! Year | to an improving regulatory environment in look elsewhere. The stock is ranked 5

2004 | 08 59 59 20 | 146| the state. This augurs well for the compa- (Lowest) for Timeliness and offers limited

2005 | 03 4 7 32 | 147] nys prospects, as it submits a general rate 3- to 5-year appreciation potential, given

WE | o4 3 8 31| 13| case to recover higher non-operational its financing problems.

w07 | 08 42 76 34| 160] costs for eight of its districts every three That said, those looking for a steady

ws | 0 45 B2 38} 175 years, and has a few cases currently being stream of income may like what they

Cal. | QUARTERLYDVDENDSPAD®» | Fub | Teviewed. Against this backdrop, we look see. Despite its capital constraints, CWT

endor |Mar3i Jun30 Sep3d Dec3t| Year| for CWT to post share earnings of $1.60 recently raised its annual dividend, mark-

2003 | 281 281 281 281 | 1.12] this year, representing a2 189% gain. ing the 40th consecutive year of increase.

004 | 283 283 283 283 | 113| Further regulatory improvements Although there are higher-yielding instru-

2005 | 285 285 285 285 | 1.14| should boost 2008 earnings. Given the rments out there, CWT's 2 (Above Average)

2006 | 2875 2875 2875 2875| 15| CPUC's more business-friendly nature, Safety rank adds appeal.

007 | 280 there is a good chance that the board will Andre J. Costanza April 27, 2007
{A) Basic EPS. Excl nonrecusting {loss). ﬁ) Dividends historically paid in mid-Feb., C) Incl. deferred charges. In '06: $69.5 mil, Company’s Financlal Strength B+t
‘00, {7¢). ‘01, 4¢; 02, B¢ Next gs report | May, Aug., and Nov » Div'd reinvestment plan | $3.36/sh. Stock’s Price Stabllity 80
due eaity May. available D) In milkons, adjusted for spiit Price Growth Persistence 80

May not tolal due to change in shares. Earnings Predictability 70
© 207 b Lo g . A e . Factun ) mbed o, s Bt L K ol et To subscribe call 1-800-833-0046.
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RANKS 19.00 2467 23.50 3221 31.09 30.41 29.76

1333 12.67 17.00 19.50 2035 24.00 23.83
PERFORMANCE 2 Averos LEGENDS
Technical 3 A T F‘:glhg%::em ;l‘:e':\;% ". . 30
verage e IS .
SAFETY 3 Average g:g.% :g{:: %2 : T ‘, ! u{tm‘ THASAAS i sne 10 s 3N ST Y 25
‘720 indicales recession :J.-HJ—"{‘H'HF . ..

BETA 90 5.00 = Markeyy filn ] S i 13
Financial Strength B+ . . -~ 6
Price Stability 75 s e 4
Price Growth Pessistence 55 8
Eamings Predictabliity B0 1 i H 4 i 1 350

— T ] JUN A TS PN NI 1 i1 VOL.

TR s1inni! DT HELTRTY thous )
© VALUE LINE PUBLISHING, INC.{ 1998 1999 2000 2002 2(,03 2004 2005 2006 2007/2008
SALES PER SH 5.58 5.87 5.70 5.77 581 6.04 581 568
“CASH FLOW” PER SH 1.59 1.65 1.73 1.78 1.89 191 1.62 1.52
EARNINGS PER SH 1.02 1.03 1.09 1.12 1.16 1.16 88 81 1.0578/1.15¢
pivDS DECL'D PER SH .78 .79 79 .81 .83 .84 .85 .86
CAP'L SPENDING PER SH 1.2 1.42 1.43 198 1.49 1.68 196 196
BOOK VALUE PER SH 8.52 8.61 8.92 10.06 10.46 10.94 11.52 11.60
COMMON SHS OUTSTG (MILL) 6.80 7.26 7.28 7.94 7.97 8.04 8.17 8.27
AVG ANN'L PIE RATIO 155 18.2 18.2 24.3 23.5 22.9 286 291 23.1/21.1
RELATIVE P/E RATIO 81 1.04 1.18 1.33 1.34 121 1.51 157
AVG ANN'L DIV'D YIELD 4,9% 4.2% 4.0% 3.0% 3.0% 3.1% 3.4% 3.6%
SALES (SMILL) 379 226 s 258 73 385 475 6.5 Bold figures
OPERATING MARGIN 46.2% 48.7% 48.8% 57.7% 52.1% 51.0% 48.3% 43.7% are consensus
DEPRECIATION {$MILL} 39 4.5 4.7 54 5.9 6.0 6.1 59 earmings
NET PROFIT (SMILL) 1.0 7.5 8.0 8.8 8.2 9.4 7.2 6.7 estimates
INCOME TAX RATE 34.3% 40.1% 35.7% 338% 17.9% 229% - 235% and, using the
NET PROFIT MARGIN 18.4% 17.6% 18.2% 19.2:% 19.5% 19.4% 15.1% 14.3% recent prices,
WORKING CAP'L {$MILL) d3.7 d3.8 3 d5. 1 d3.9 a7 13.0 12 P/E ratios.
LONG-TERM DEBT {SMiLL) 625 654 64.7 648 64.8 66.4 774 773
SHR. EQUITY ($MILL) 58.7 63.3 65.7 807 84.2 88.7 94.9 96.7
RETURN ON TOTAL CAP'L 7.3% 7.8% 7.6% 7 4% 7.5% 70% 5.0% 49%
RETURN ON SHR. EQUITY 11.9% 11.8% 12.3% 10.9% 10.9% 10.6% 7.5% 6.9%
RETAINED TO COM EQ 2.8% 3.1% 3.2% 31% 32% 3.1% 3% NMF
ALL DIV'DS TO NET PROF 76% 74% 74% 1% 12% 1% 1% 95% 105%

ANo. ol analysts changing esm. est in last 14 days: 6 up, O downy conse

sus 5-year eamings growth 10.0% per yeer. ®Besed upon one analyst's estimale CBesed upon one snalyst’s estimate

ANNUAL RATES

ASSETS ($mift} 2004 2005 123106
of changs (per share) 5Yrs. 1Yr. | Cash Assels 7 4 14
Sales - -25% | Recelvables 98 59 95
"Cash Flow 05% -60% | jnventory (Avg cost) 8 9 K]
EP’;‘"?; f 32 ig:/; Other 39 M8 24
vidends U7
Bock Value 0% oaw, | Cument Assels 153 269 14.2
UARTERLY SALES {$mifl. Propenty, Plant
Fiscal | AT i) P R Equp atoost 345 M50 IS
Accum Depreciati 984 973 1024
1231041 109 120 138 117 [4B5] Net Property 2484 417 2684
yontis] 108 110 143 115 [475] Oer 205 322 329
1on106] 105 114 133 117 [469] Total Assets 2909 3060 315.2
1253107
LIABILITIES ($mM.
Fiscal | EARNINGS PERSHARE | Full | acys Payabie(‘m TR )
Year 1Q 2Q n 4Q  |Year| peht Due 5.0 74 53
2pma| 28 15 48 26 115 Other _A4 13 17
123104 .24 26 47 19 |1.16 | Cument Lisb 158 13.2 130
123105 24 15 4 08 |.B8
123us) 21 12 45 03 |8t
12307 22 23 36 LONG-TERM DEBT AND EQUITY
Cal- | QUARTERLY DIVIDENDS PAID | Full as of 123108
endar | 1@ 20 3Q  4Q |Year| Total Debt $826 mil Due In 5 Yrs. 353 mil.
LT Debt $77.3 mil.
2604 208 208 2 21 18 Including Cap. Leases None
005 | 2t 2t 213 213 | 85 (4% of Cap)
08 | 213 a3 215 215 | B8 | { eases, Uncaphtalized Annuat renials $.3 mif
2007 | 25
Penslon Liablfity None in 06 vs. None in ‘05
INSTITUTIONAL DECISIONS
20'05 3Q'06 4Q'os | PTd Stock $ B mill Pld Div'd Pald NMF
to Buy 1 n 8| Common Stock 8270304 shares
1o Sell 18 19 12 1
Y {56% of Cap?)
Hid's(000) 1462 1253 1318

INDUSTRY: Water Utility

BUSINESS: Connecticut Water Services, Inc. primarily
operates as a water utility company in Connecticut. It
operates through three segments: Water Activities, Real
Estate Transactions, and Services and Rentals. The Water
Activities segment supplies public drinking water to its
customers. The Real Estate Transactions segment is in-
volved in the sale of its limited excess real estate holdings.
The Services and Rentals segment provides contracted
services to water and wastewater utilities and other clients,
as well as leases certain of its properties to third parties.
This segment’s services include contract operations of water
and wastewater facilities; Linebacker, its service line pro-
tection plan for public drinking water customers; and
provision of bulk deliveries of emergency drinking water 1o
businesses and residences via tanker truck. As of March 19,
the company provided water o approximately 83,000 or
286,000 customers in 41 towns in Connecticut. Has about
200 employees. Chairman: Marshall T. Chiaraluce. Inc.: CT.
Address: 93 West Main Street, Clinton, CT 06413. Tel.:
(860) 669-8636. Internet: hitp://www.ctwater.com.

AZ

April 27, 2007

TOTAL SHAREHOLDER RETURN
Dividands plus eppreciation as of 3172007

3 Mos. & Mos. 1Y5n 3 Yrs. 5Yrs.

6.66% 10.97% -4.83%

621%
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Schedule PMA-9
Page 12 of 15

MlDDLESEX WATER RECENT 1 8 95 TRAILING 23 1 RELATIVE 1 1 3 ovD
NDQ--MSEX PRICE » PIERATIO | |PERATIO |, Yo
RANKS 12.88 18.75 16.97 1873 2004 21.23 21.81 23.47
9.63 1050 12.50 14.69 13.73 1577 16.65 17.07
PERFORMANCE &4 hearage LEGENDS .
—— 12 Mos Mov Avg [TTI IR e e as Y ) M — T 'y 18
Technical 3 Average - - - - Rel Price Stength B~ L K "
3-for-2 spht 1702 . 13
SAFETY 3 Averege m}ﬂm’,g}mm »."‘ . -...
BETA B85 (1.00 = Market} - T L. <. R 8
I — - . = e e 4
Financial Strength B+ . Al . 3
Price Stabitity 80 2
Price Growth Persistence 60
| 500
Earnings Predictability 70 r bt TR iy
| T T R D YT AT L Hil il fhous )
© VALUE LINE PUBLISHING, INC. 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007/2008
SALES PER SH 4.39 535 539 587 5.98 6.12 6.25 644 6.16
“CASH FLOW” PER SH 1.02 1.19 .99 118 120 1.15 1.28 1.33 133
EARNINGS PER SH N 76 51 66 13 61 73 7 .82 .8678/88°¢
DIV'DS DECL'D PER SH .58 .60 61 .62 .63 .65 .66 67 .68
CAP'L. SPENDING PER SH 2.68 233 1.32 125 1.59 187 254 218 231
BOOK VALUE PER SH 6.80 6.95 6.98 7.4% 7.39 7.60 8.38 8.60 9.82
COMMON SHS OUTST'G (MILL} 9.82 40.00 10.11 1017 10.36 10.48 11.36 11.58 13.17
AVG ANN'L PIE RATIO 152 1786 28.7 246 235 30.0 264 274 227 22.0/21.5
RELATIVE P/E RATIO 18 1.00 1.87 126 1.28 17 1.39 1.45 1.23
..A_VG ANN'L DIV'D YIELD 5.4% 4.4% 4.2% 3.8% 3.7% 3.5% 3.4% 3.5% 3.7%
SALES ($MILL) 43.4 53.5 54.5 596 619 64.1 71.0 746 81.1 Bold figures
OPERATING MARGIN 37.0% 33.9% 32.2% 472% A7.1% 44.0% 44.4% 44.4% 47.4% are consensus
DEPRECIATION ($MILL) 3.8 43 49 53 5.0 5.6 54 72 78 earnings
NET PROFIT {SMILL) 6.5 7.9 5.3 7.0 7.8 6.6 8.4 85 -10.0 estimates
INCOME TAX RATE ’ 315% 28.8% 33.1% 34.8% 33.3% 32.8% 31.1% 27 6% 33.4% and, using the
NET PROFIT MARGIN 15.1% 14.7% 9.7% 11.7% 12.5% 10.3% 11.8% 11.4% .12.4% - recent prices,
WORKING CAP'L ($MILL) 146 68 da2.7 d9 d9.3 di33 #11.8 d4.5 28 PJE ratios.
LONG-TERM DEBT {$MILL) 780 823 81.1 88.1 875 974 115.3 128.2 130.7
SHR. EQUITY (SMILL) 71.7 74.6 74.7 76.4 80.6 83.7 99.2 103.6 1333
RETURN DN TOTAL CAP'L 5.7% 6.4% 49% 56% 6.0% 5.0% 51% 5.0% 51%
RETURN DN SHR. EQUITY 9.1% 10.6% 7.9% 9.1% 9.6% 7.9% 8.5% 8.2% 71.5%
RETAINED TO COM EQ 1.8% 25% NMF 5% 1.3% NMF 8% 5% 1.2%
ALL DIV'DS TO NET PROF 81% 78% 121% 94% 87% 106% 90% 94% 84%

ANo. of analysis chonging eam. est In last 14 days: O vp, 0 down, consensus 5-year :am)'ng

s growth 8 0% per yeor. BBased upon 2 analysis’ estimales CBased vpon one analysl's eslimale

ANNUAL RATES ASSETS {$mill) 004 2005 12306 INDUSTRY: Water Utility
of change (per share) 5 ¥rs. 1Yr. | Cash Assels 46 30 58
Soles 22& *a -'5';"‘ Recalvables 88 18 126 | BUSINESS: Middlesex Water Company engages in the
E%;:"” g 4 155% '&m‘"w {Avg cost) 1% ‘-g :g ownership and operation of regulated water utility systems
Dividends 20% 15% | Curent Assels %o o 09 | New Jersey and Delaware, as well as a regulated
Book Value 50% 14.5% : ) 9 1 wastewater utility in New Jersey. It offers contract opera-
tions services and a service line maintenance program
Flocal | QUARTERLY SALES ($mil) | Full Property, Plant ) ! m - progra
o 3 w 4 |year| BEqupatcost 3149 u3o 3768 | through its nonregulated subsidiary, Utility Service Affili-
Year | 1Q 2Q Q Q 3 e aciati 520 550 597 1,
il 155 178 198 175 |71.0] Nel Property e aeo  aing | Btes Inc. The company’s water utility system treats, stores,
vmtps| 167 184 208 187 746 | Other 67 194 323 | and distributes v{atef for residential, commer{nal, mdustna!,
j20106] 182 21.0 226 193 |811} Tolal Assets 3056 3244 3703 | and fire prevention purposes. Under a special contract, it
12131107 also provides water treatment and pumping services to the
Flocal EARNINGS PER SHARE | Ful uAml.;:ﬁ’e(Smm) 50 60 55 Township of East Brunswick. Middlesex Water’s other New
Year | 1@ 20 3Q  4Q (Yearipeypue 1214 59 35 | Jersey subsidiaries offer water and wastewater services to
12083 11 7 2 31 | 6t | Other 9.7 96 104 | residents in ':Stzutharppton Towr}s'hfp. The company’s Dela-
123104 08 16 2 48 | 73 | CunentLisb 278 N5 181 | ware subsidiaries, Tidewater Utilities, Inc.; Southem Shores
12/31/05) 12 16 26 47 1n Water Company, LLC; and Tidewater Environmental Ser-
1213106} 15 % 28 4 182 vices, Inc.; offer water services 1o retail customers in New
L L LO:S;}?;I’::}JO?T AND EQUITY Castle, Kent, and Sussex counties, Has 243 cmployees.
cal | QUARTERLY DIVIDENDS PAID | Full Chairman: J. Richard Tompkins. Inc.: NJ. Address: 1500
endar | 1 2@ 3@ 4Q |Yesr| TotaiDebt$1332mil.  Dueln5Yrs. $135mhl. Ronson Road, P.O. Box 1500, Iselin, NJ 08830. Tel.: (732)
2004 | 165 165 165 168 | .66 :“:cﬁ:m 5133'7 ﬂﬁa's o None 634-1500. Internet: http://www.middlesexwater.com.
2005 | %68 168 168 17 .67 8 LA (50% of C3p) AZ
2006 A7 17 A7 473 | 6B | e , U Mtallzed Annval rentals No
w07 | 173 ases, tacap ol romils Fone April 27, 2007
Penslon Liabllity $16 4 mill. In 05 vs. $6.7 mil.in 05
INSTITUTIONAL DECISIONS | TOTAL SHAREHOLDER RETURN
2Q'06 3Q'06 4qpg | PYd Stock $4 0 il Prd Div'd Pald § 2 mik Dividends plus epprecistion as of ¥/31/2007
1o Buy 15 17 2 (1% of Capl}
1o Seh 20 2 14 3 Mos. 6 Mos. 1yn 3 Yrs. 5Yrs.
o Se Common Stock 13,168,081 shares
HIgsiooo) 1773 1544 2182 %ot Cop) | -1.82% -3.47% -0.24% -2.04% 24.04%
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RECENT TRAILING RELATIVE
SJW CORP. wyse-sm RECE 39,26 {ewin 33.0 Fewno 1.61
RANKS TR L[ mm| wa| w| 6n 6
PERFORMANCE 3 aversge LEGENDS
— 12 Mos Mov Avg !

Technical 3 average Yion 5:; :‘"ﬂ;’;‘ o
SAFETY 3 verage éﬁ;}"‘,‘;’mi ncrssion o] Wi =
BETA 70 {1.00 = Market) Al NN WTINTEY . . - 1

e Ll - K ) 1) 3

R AT N I
Financlal Strength B+ ;] 6
Price Stability 75 4
Price Growth Persistence 80 3
Eamnings Predictabllity 70 1.1 i V(BJ?_O

[TUUTU N FUUETRTY § 11 SUTIN T INTE! | TS| TVURTVUTIUR SUNUE T TIN ’I'l‘lllluml fhous }

© VALUE LINE PUBLISHING, INC.| 1398 1999 2000 2001 2002 2003 2004 2005 2006 200772008
SALES PER SH 5.58 640 6.74 745 797 8.20 9.14 9.86 10.35
“CASH FLOW” PER SH 1.26 143 123 148 1.656 1.75 1.89 2.24 2.38
EARNINGS PER SH 76 .87 .58 a7 78 .91 8 112 1.18 1.412B/1.49¢
DIV'DS DECL'D PER SH 39 .40 41 A3 .46 .49 1 53 57
CAP’L SPENDING PER SH 1.81 1.77 1.88 263 2.06 N 731 283 387
BOOK VALUE PER SH 7.53 7.88 7.80 8.17 8.40 9.11 1211 10.72 12.48
COMMON SHS OUTST'G (MiLL) 19.01 18.27 18.27 18.27 18.27 18.27 ,8.27 18.27 18.28
AVG ANN'L PJE RATIO 131 155 331 185 17.3 15.4 196 19.7 235 27.8/26.3
RELATIVE PE RATIO 68 .88 215 .95 94 .88 1.04 104 1.27
AVG ANN'L DIV'D YIELD 3.9% 3.0% 2.1% 3.0% 3.4% 3.5% | 3.0% 2.4% 2.0%
SALES {SMILL} 106 0 117.0 123.2 136.1 145.7 149.7 166.9 180.1 188.2 Bold figures
OPERATING MARGIN 36.0% 33.2% 30.2% 64.4% 63.7% 56.07. 56.4% 55.9% 57.8% are consensus
DEPRECIATION {$MILL} 96 10.2 19 13.2 14.0 15.2 185 19.7 213 earnings
NET PROFIT ($MiLL) 14.4 15.9 10.7 14.0 14.2 16.” 16.0 20.7 22.2 estimates
INCOME TAX RATE 40.2% 359% 41.0% 34.5% 404% 36 2% 42.1% 41.6% 40.8% and, using the
NET PROFIT MARGIN 13.6% 13.6% 8.7% 10.3% 9.8% 1°.2% 9.6% 11.5% 11.7% recent prices,
WORKING CAP'L ($MILL) 94 d3o dit4 d38 d49 120 130 108 222 P/E rafios.
LONG-TERM DEBT ($MILL} 500 0.0 90.0 1100 110.0 119.6 143.6 1453 163.6
SHR. EQUITY {SMILL) 143.2 143.9 144.3 149.4 153.5 166.4 184.7 195.9 228.2
RETURN ON TOTAL CAP'L 7.4% 8.2% 5.9% 67% 6.9% 6.9% 6.5% 76% 70%
RETURN ON SHR. EQUITY 10.1% 11.0% 7.4% 9.4% 9.3% 10.0% 8.7% 10.6% 3.7%
RETAINED TO COM EQ 4.9% 5.8% 2.2% 41% 38% 47% 3.6% 5.6% 52%
ALL DIV'DS TO NET PROF 52% 46% 70% 56% 59% 53% 58% 47% 46%

ANo. of enalysfs changing esm. est in last 14 days: 0 up, € down, consensus S-year easnings growth 10.0% per yesr.

B _jased upon one analyst’s estimete. CBased upon one analysl's eslimate.

ANNUAL RATES ASSETS (Sl 008 2005 123106 INDUSTRY: Water Utility
of change {per share} 5Yrs. iyn Cash Assets 109 894 38
Sales 7-2;/; ;g& Recelvables 148 184 20¢ | BUSINESS: SJW Corp. operates as the holding company
E(:;:;s""" ?:5% 0% gm:‘ﬂﬂl z'g 3§ g | forSan Jose Water Company (SJWC), STW Land Company,
Dividends 5.5% 65% | c\uront Assels 254 —;,T_ Y Crystal Choice Water Service LLC, and STWTX Water, Inc.
Book Value 7.0% 165% ! ' " SIWC produces, purchases, stores, purifics, distributes, and
QUARTERLY SALES ($mill. il | Propesty, Plant sells water. It provides water service to customers in
F\‘;:’ R T ¢ 4& se,, N & Ellll_ip. at cost ;5333 g?:-g 7};% Cupertino, San Jose, Campbell, Monte Sereno, Saratoga, the
coum Depreciall . 34 .
T2a0e| 314 456 523 370 |1669] Net Properly 158 i4s  smg | Town of Los Gatos, and in the county of Santa Clara,
12mi0s| 333 448 585 435 |180.1] Other §70 712 1047 Cah»fommv. SJWC also provides nonregulated wat;r-rclalcd
123106 337 479 631 445 |188.2| Total Assets S22 SE17 7058 | services, including water system operations, billings, and
12/33107 cash remittance services. STW Land owns and operates
Flscal EARNINGS PER SHARE ol m’gﬁ!’mm-) . 51 73 parking f?cilili.es 'in San Jose, California, as well as owns
Year | 1@ 20 3@ 4Q |Year| peybue 3 3 o | commercial buildings and other undeveloped land primarily
12103l 18 24 33 16 | g1 | Oter 142 155 139 | in the San Jose Metropolitan area, some properties .in.the
123104] 08 27 30 21 | .87 [Cumentilab 154 208 372 | states of Florida, Texas, and Connecticut, and a 70% limited
1234i05) 15 3 53 13 [112 partnership interest in 444 West Santa Clara Street, LP
123406 44 35 4B 2 3118 Crystal Choice sells and rents water conditioning and
2pur 20 37 LD:‘SJE&'; 1"305591 AND EQUITY purification equipment. Has 357 employees. Chairman:
cal- | QUARTERLY DIVIDENDS PAID | Full Drew Gibson. Inc.: CA. Address: 374 West Santa Clara
edar | 10 20 30 4Q |Year | TomiDebt$1796mB.  DuelnS¥rs 5217mb. | Street, San Jose, CA 95113. Tel.: (408) 279-7800. Internet:
2006 | 128 128 128 128 | 59 Ed‘;;‘;“' “g:: ,’i‘m None hitp:/fwww.sjwater.com.
2005 | 134 13 134 134 | 54 9 42% of Capl) AZ
2006 141 A4 141 141 56 )y ! Ralized Annuat rentals Ni
2607 1851 eases, Uncaphaiizel uail reh! jone Apl’l, 27' 2007
Pension Liabitity $26.3 mill. in '06 vs $13 2 mib in ‘05
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
2Q'06 3Q'06 aQos | PH Stock None Prd Div'd Pald None Dividends plus appreciation as of 3/31/2007
to Buy 3 b 331 Common Stock 18,281,769 sheres 3 Mos. § Mos. 1vr. 3¥rs. 5Yrs.
to Selt 27 2% 22 {58% of Cap')
Hid's(000) 6941 7001 7341 4.84% 96.48% 53.69% 151.41% 241.70%
©2007 Vaha Lins P Inc. nsmetFacwalwerﬁﬂiswmdmwcwsbmvndbbnxnhbhwbpmmm
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RECENT TRAILING RELATIVE
YORK WATER CO NDQ--YORW FRICE 1 7.82 PIE RATIO 30.7 PIE RATIC 1 .50
RANKS | AN T I
PERFORMANCE 3 average LEGENDS i
; 3 T Aot bee Svengh 1
Technicat 3 Average i;"'; sp!u %g ng l'l. }—I— 1
SAFETY Average or-2 spit 3 , ] : e .. T
Shaded ares kudicales meession ||t . I . .. a 8
BETA 55 {1.00 = Markel) . 3 T, v ..
NS s
— SE—— 4
Financlal Strength B+ 3
Price Stabllity 60 2
Price Growth Persistence 50
Eamings Predictability 85 YTER 111001 YU R PR I 11 01 v%:_)
i fhovs)
© VALUE LINE PUBLISHING, INC. 1998 1999 2000 2004 2005 2006 2007/2008
REVENUES PER SH - - - 218 258 2.56
“CASH FLOW” PER SH - - - 65 78 77
EARNINGS PER SH - - - 49 56 .58 .63°B/69°
DIV'D DECL’D PER SH - - - .39 42 .45
CAP'L SPENDING PER SH - - - 2.50 1.69 1.85
BOOK VALUE PER SH - B - - 4.65 4.85 5.84
COMMON SHS OUTSTG [MILL) - i — - 10.33 10.40 11.20
AVG ANN'L PIE RATIO - - - 257 263 31.2 28.3/25.8
RELATIVE PIE RATIO - - - ! 1.36 139 168
AVG ANN'L DIV'D YIELD N - 4.3% 33% 1.2% 3.1% 29% 2.5%
REVENUES {$MILL) - - 18.5 194 196 0.9 225 26.8 28.7 Bold figures
NET PROFIT ($MILL) I - 3.8 40 38 4.4 4.8 5.8 6.1 are consensus
INCOME TAX RATE - - 35.7% 358% 34.9% 34.8% 36.7% 36.7% 34.4% earnings
AFUDC % TO NET PROFIT - - — 2.2% 3.7% - - -~ 7.2% estimates
LONG-TERM DEBT RATIO -~ - 50.2% 47.7% 46.7% 43.4% 42.5% 44.1% 48.3% and, using the
COMMON EQUITY RATIO S R 49.8% 52.3% 53.3% 56.6% 57.5% 55.9% 51.7% recent prices,
TOTAL CAPITAL {SMILL) - - 65.2 68.6 69.9 68.0 836 80.3 126.5 P/E ratios.
NETPLANT{SMILL} | - 1 -1 97.0 102.3 106.7 116.5 140.0 155.3 174.4
RETURN ON TOTAL CAP'L - — 7.9% 7.9% 74% 8.5% 7.6% 8.4% 62%
RETURN ON SHR. EQUITY - -- 11.6% 11.2% 10.2% 11.4% 10.0% 11.6% 3%
RETURN ON COM EQUITY =] - 11.6% 13.2% 10.2%. 11.4% 10.0% 11.6% 9.3%
RETAINED TO COM EQ - - 2.5% 25% 1.3% 2.6% 2.1% 30% 2.2%
ALL DIV'DS TO NET PROF — — 78% 78% 88% 7% 79% 74% 7%
ANo. of enplysts changing eam. est in lest 14 days: 0 up, 0 down, consensus S-year pamings growth B 0% per yet.1. Bgased upon 3 anelysls’ eslimales Cpased upon 2 analysts” estimales
ANNUAL RATES ASSETS (Smifl) 2004 2005 1236 INDUSTRY: Water Utility
of changs (per share) 5Yrs. 1Yr. | Cash Assels 2 ] 0
Revenues 35% -0 52‘ Recelvables 37 38 +5 | BUSINESS: York Water Company engages in the im-
Ei:a;:;sbw :g& gg./z ‘c';l";’;“’“l (Avg cost) z .g 5 L: pounding, purification, and distribution of water in York
Dividends 3.0% 70% | conent Assets 50 51 &7 Countx and‘Adams County, Pennsylvania. It supplies water
Book Value 50% 20.5% for residential, commercial, industrial, and other customers.
X 1 Property, Plant The company has two reservoirs, Lake Williams and Lake
FYisa':’ &UARTE;)L Y SAL:? (Smﬂ:()} 5;". & E%{"’- atcost 1643 1824 2027 | Redman, which togethes hold approximately 2.2 billion
mwil 53 55 56 61 |25 Q;";"‘up ety 1%3 1‘2‘; ‘.2,5_': galions of water. It also has a 15-mile pipcl}nc from the
ionwms| 62 67 72 67 268 Oher RIKEERIE] {0 | Susquehanna River to Lake Redman that provides access to
yntos| 86 76 17 74 |287) Total Assels 1564 1723 Jo51 | an additional supply of water. The company serves 34
12131107 municipalities in York County and four municipalities in
Focal EARNINGS PER SHARE | Fult %ﬁ"-})’:‘f&i"ﬂm e 25 6 Adams County. Has 106 employees. CE.O. & President:
Year | 1@ 20 30 4Q {Yesr| peptDue 63 193 12 | Jeffiey S. Osman. Inc.: PA. Address: 130 East Market
23403 08 M S 12 | 47 | Other 31 _28 a1 | Street, York, PA 17401, Tel: (717) 845-3601. Internet:
120108] .12 1 12 54 | 49 | Cumentilab 212 247 59 | http://www.yorkwater com.
123305 12 14 7 13 56
12138 .12 14 1 15 53
123107 .13 17 .20 LONG-TERM DEBT AND EQUITY
o | GUARTERLY DIVIDENDS PAID | Full as of 12031108
endar | 10 20 30 4Q  [Year| Yotal el;el;t sfsz;?ﬂI mit. Due In 5 Yrs. $18 0 mil.
oor | o3 o7 o our |38 | Libent 51.1 mil
2005 104 104 104 104 | 42 Inciuding Cap. Leases $17.5 mil % of Cop) AZ
2006 | i1z 112 a1z 42 j 45
2007 |- 118 118 Leases, Uncapitalized Annual rentals None Apri 127, 2007
- Pension Liability $5.8 mill in ‘06 vs. $38 mit in '05
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
205 3005 4Qog | Pid StockNone Pid Div'd Paid None Dividends plus epprecistion as of ¥31/2007
to Buy S " 13| Common Stock 11,201,119 shares 3 Mos. 6 Mos. v 3¥is. 5 ¥rs.
to Sef 6 8 6 {52% of Cap)
Hid's{000) 718 723 1164 -4.26% -9.41% -0.65% 36.08% 91.55%
©2007 Value Line Publisting, lnc. A¥ rights reserved. Factual metertal is. oblained hom sources befived 1o be spllable and Is pruﬁdsdwmd:'a.rmﬂw king,
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RECENT PR Tralling: 35.6 \IRELATVE 4 2
SOUTHWEST WATER noa.smc [ 14.24 ino 29.7 s 5 o 1.53
) : : | i 2] 124 1 !
s 3 reen | 1] 37 381 58] SA| 03] 93] Ga] 43| 3| 54| wa| B3 Targt Prics Range
SAFETY gNewm'?ws _Lgcggg‘sm%m a “
TECHNICAL Lowered 21607 | fided dmuSImng?hD pos
BETA 90 {1 00= Mankat) Blors spit 12736
757017 PROJECTIONS | S1as o 1098 Tiors “
Price  Gain Anagil‘v’v‘ral 4 {l' — 18
High 18  (#25%) 8% - ) %F_Ei_lg___]' L1 N 12
low 12 (35%) -1% ; " a5 13
Insider Decisions i i 8
JIASOND JF T, e .
whyy 00100DDCD h T " e
Optens 012132001 [ e, B | 4
i 113122111 SN P P oo o % TOT. RETURN 307
Institutional Decisions R 1 ’ T9S  VLARMR
. mz;o; s mz:v; 4 : - stocx  wex” |
to T 3y w2 429 [
::l;:(nnn pals sogg 10732 i 5;'» 428 158 |
1991 | 1992 | 1993 | 1094 | 1995 [ 1996 | 1997 | 1998 | 1999 2000 | 2001 | 2002 | 2003 [2004 2005 | 2006 | 2007 {2008 | ©VALUE LINE PUB, INC{ 10-12
3% an 4031 420) 4 53 561 563] 616 749 Bi5| 832} 1070 923 94| 942 960| 10.00 |Revenurs persh 11.00
28 44 38 .38 44 46 53 59 ) 16 87 86 9 L3 78 85 951 .05 {“Cash Flow” per sh 135
02 9 08 08 12 15 2 25 3 8 A2 33 44 73 34 AD 45 .50 {Earnings pes shA .70
A8 18 14 .08 .08 09 08 .10 Al A3 44 A5 16 .8 .20 21 24 .26 {Div'd Decl'd per sh ® 34
et T @B | 15| | S| 06| 178| 18| 18[ T65| 187| 18| 195 CoplSpendingpersh | 205 |
241 2421 231 2m| 245] 240 252| 270 305 344| 384 420 40} 17| 649| 698 760| 845 |BookValuepersh® 10.50
11601 1180 11.87] 1213 11.74| 1245] 1265} 1283 312 | 1399 | W7 | 143 1647 | 236 | 2233 | 23.80| 25.00| 2500 |Common Shs OutstgC | 30.00
NMF u5 358 223 146 165 168 112 196 1.0 198 248 212 51.6 355 348 | Bold fighres are Angl\n’lP]E Ratio T ng
NMF s 211 146 98 103 97 89 112 i 101 135 121 2n 183 1.88 Volue|Line Relative PJE Rallo 1.40
5% 6.6%| AT%| 42% | AT%| 34% | 27% | 23% | 8% | 20% | 7% | 15% | 17% | 15% j 16%] 15% esfiridles | aun Ann't Divd Yield 2%
CAPITAL STRUCTURE as of 12/31/06 Mo} 722 809 | 1047} 11551 1308 | 1730 | 188D | 2032} 2242 240 260 [Revenues {$mill) 330
Total Debl $130 0 mit Due In 5 Yrs $41.0 mill 26 34 4.2 54 6.2 6.0 72 45 13 9.4 12.0 | #4.0 |Net Profit {$mill} 228
LT Debl $120.6.mil. LT Interest $6.0 mil oL 5% | 00 | 370% | 36.0% | 349% | 35.9% | 36.1% | 36.0% | 350% | 360% | 36.0% [Income Tox Rele 355%
{Total interest toverage 27x) (4% of Capty | 77 TN qagm b ag | - | 100% | 05% | 128% | 145% | 12.0% [AFUDC % toNel Proft | 12.5%
Leases, Uncapitalized: Annual rentals $6.7 mil T75% | 4B.7% | 452% | 480% | 514% | 567% | 47.8Y. }47.0% | 44.7% 436% | 440% | $4.0% iLong-Term DebtRatlo 43.5%
Penslon Liabliity None 543% | 50.5% | 54.4% | 50.7% | 48.2% | 42.9% | 51.8%, | 520% | 55.1% 56.4% | 56.0% | 56.0% [Common Equlty Ratlo 56.5%
. 822 6851 739] 950 1130 14281 1528 | 2420 | 2629 2951 340 380 | Total Capital {$mill) 560
Prd Stock § 458 milt  Phd Divid $ 024 mill w2t] t002] 137 | 1578 171a| 2039 2105 3026 | 3448] 3896 | 450 510 {Net Plant (Smik} 750
68% | 7% | 76% | 76% | T6% | SBh | 6S% | 3% 41% | 46% ) 45% | 50% {Returnon Total Capt 5.0%
Gommon Stock 23,602,000 shs o s5R 0% [900% [ 4% | 97% | 0% | a6% | 50% | 56% | 60%| 60% lRelumnnSht.Eq:ll)ly 7%
MARKET CAP: $350 miflion (Small Cap) BA% T 86% | 104% | 440% | 1A% | 8% | 91% 36% | 50% | 56% ] 60% | 6.8% |Retumn on Com Equity 7.0%
CURRENT POSITION 2004 2005 12/34/p6 | 45% | 60% 70% ) 78% | 78% | 63% | 8% | 8% | 23% | 26% | 30%| 3.0% [RetainedtoComEqg 3.5%
Cas(?lMI!\leélels 19 10 13 45% | 3% W% 3% | 36% | 6% | 8% 58% | S53% | 51% | 51% [AliDiv'ds to Net Prof 54%
Receivables 239 265 27.5 | BUSINESS: Southwest Water Company provides a broad range of  public water utlities in California, New Mexico, Oklahoma, and
Inventory (Avg Cst) 1.9 182 g5 | seviees induding waler p duch t 1.nd distibuion; Texas. Services does mostly maintenance work on a coalract
C‘lJi::ermAs ‘ :gg 4?.2.7_ 3 leclion and reatment; uliity biling; ang colection;  basis. OHf. & dir. bwn 63% of com. shs,; Slein Roe tveshment
Acc\.: Pa ::': 12.3 10.0 12'7 uifity infiastruciure construction management, and public works  Council, 8 7% (4/07 proxy) CEO and Chalkman: Mark Swatek. Inc:
Debt Duey 33 g5 1.4 | services. }t opesstes oul of two groups, Utiity (33% of 2006 reve- DE. Addr: One Wilshire Building, 824 S. Grand Ave. Ste 2900, Los
Other 200 211 21.7 | nues) and Services {62%) Uity owns and manages rate-regulated  Angeles, CA 90017. Tel: 213-929-1800. Inlemet: www.swwe.com
Cument Liab. 37 T 406 BB g Mhwest Water Company is per- ress in Alabama. By purchasing
ANNUAL RATES  Past Past Estd'0305| forming well. The Utility Group, which businesses located outside of the Califor-
E"""'?‘ {per sh} '°‘é’§v 5;'3% to 2’%‘2‘2 accounts for less than half of total reve- nia area, Southwest Water should be able
e o 70% 35% 80% | nues, continues to make sizable bottom- to reduce its dependence on the state’s reg-
Earnings 135% 15% 110% | line contributions. Income from this unit ulatory agencies and weather climate.
Dividends So% :gg& 23% | advanced about 15% in 2006. Much of the Contributions from upcoming acquisitions
a - - strength was due to warmer temperatures will not be included in our figures until
Car- | QUARTERLYREVENUESm®) [ Fui | and increased water consumption. Rates these transactions are finalized.
endor |Mar.31 Jun. 30 Sep.30 Dec.31] Year | olso rose, thanks to favorable regulatory We expect earnings to make steady,
2004 308 457 550 475] 18800 environments in California and Texas. We but moderate, advances for the next
2005 | 452 513 547 520| 2032 expect the company to file for higher rates few years. We are leaving our earnings
2006 | 508 554 603 579 2247 i ceveral facilities in 2007, lifting this estimate unchanged for 2007, and intro-
2007 550 600 650 600} 240 | ypip further. ducing an estimate of $0.50 per diluted
2008 620 660 680 OB40} 260 | e Services Group is improving as share for 2008. In addition to improved op-
cal- EARNINGS PER SHARE A Ful | well. Revenue at this segment continues erations, results should benefit from
endar |Mar31 Jun. 30 Sep.30 Dec. 31} Year| ¢ benefit from the addition of new cus- restructuring efforts, Management plans
2004 | -- 13 4t ddt 2| tomers and expanded service offerings. Al- 1o consolidate several subsidiaries in order
2005 | 40t 15 W4 061 34| though the operating margin at this divi- to trim legal and accounting costs. Else-
2006 03 08 6 »1’3 40| cion has been a bit narrow in the past, where, there will probably be a review of
;gg: gg ;g ;g 'fg “;g profitability is starting to improve. This the employee compensation program.
- : - : 29) Jikely reflects better contract terms and These neutrally ranked shares have
Cal- | QUARTERLY DIVIDENDS PAID® Full | Jower levels of spending. below-average appreciation potential
endar |Mar31 Jun3 Sep3d Dec3i| Yeor | The company continues to make ac- for the nexi 3 to 5 years. The company
2003 | 042 042 082 086] 1| quisitions. In March, Southwest Water raised its quarterly dividend by about 12%
2004 | 046 046 046 050 19| announced that it had purchased five in the December period. However, the is-
gggz ggg ggg %g gg§ ?‘) water companies and waste water sue’s dividend yield is still not too attrae-
2007 | 058 058 A1 pocilities located in northern Mississippi. tive, despite the considerable increase.
’ There are also some acquisitions in prog- Adam Rosner April 27, 2007
{A) Diluted ings Exclud ing | Apil, July, and October, $1 54/share. Com) ng’sFlnan:lalSlvenmh B
galns (losses). ‘00, (3¢); ‘01, (5¢); 02, 1¢; ‘05, [Cllnm s, adjusted for spills. . Stock’s Price Stability 60
523”' Next eamnings seport due early May D) includes intangibles. In 2006: $36.0 miflion, Price Growth Persistence 75
B) Dividends historicaly pald In late January, Earnings Predictabllity 55
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Notes:

Utilities Services of South Carolina, inc.
Indicated Common Equity Cost Rate
Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach

Proxy Group of Eight AUS

Exhibit No. ___
Schedule PMA-10
Page 1 0of 9

Proxy Group of Four Value

Utility Reports Water Line (Standard Edition)
Companies Water Companies

Prospective Yield on Aaa Rated

Corporate Bonds (1) 6.1 % 61 %
Adjustment to Reflect Yield Spread

Between Aaa Rated Corporate

Bonds and A Rated Public

Utility Bonds 0.5 (2) 0.5 (2)
Adjusted Prospective Yield on A Rated

Public Utility Bonds 6.6 % 66 %
Adjustment to Reflect Bond

Rating Difference of Proxy Group 0.0 (3) _ 0.0 (3)
Adjusted Prospective Bond Yield 6.6 66
Equity Risk Premium (4) 42 44

Risk Premium Derived Common

Equity Cost Rate 10.8 % 11.0 %

(1) Derived in Note (3) on page 6 of this Schedule.

(2) The average yield spread of A rated public utility bonds over Aaa rated corporate bonds of

0 53%, rounded to 0.5% from page 4 of this Schedule.

(3) No adjustment necessary as the average Moody's bond rating of the proxy group is A2.

(4) From page 5 of this Schedule.



Utilities Services of South Carolina, Inc.
Comparison of Bond Ratings and Business Profile for
the Proxy Group of Eight AUS Utility Reports Water Companies, the

Pr roup of Four Value Line (Standard Edition) Water Companies
June 2007 June 2007 Standard & Poor's
Moody's Standard & Poor's Business Position
Bond Rating Bond Rating { Profile (2)
Bond Numercal Bond Numencal Credit Numerical
Rating Weighting (1) Rating Weighting (1)  Rating  Weighting (1)
Proxy Group of Eight AUS Utility
Reports Water Companies
American States Water Co. (3) A2 6 A- 7 A- 7 3.0
Aqgua America, Inc. {4} NR .. AA. 4 A+ 5 2.0
Artesian Resources Corp. (5) ) NR .- NR - NR - -
California Water Service Group (6) A2 6 NR -- A+ 5 3.0
Connecticut Water Service inc. (7) NR -- AAA 1 A 6 3.0
Middlesex Water Company NR -- A 8 A- 7 3.0
SJW Corp. (8) NR -- NR .- NR .- -
York Water Company NR -- A- 7 NR .- 2.0
Average A2 6.0 At 5.0 A 6.0 2.7
Proxy Group of Four Value Line
(Standard Edition) Water
American States Water Co. (3) A2 6 A- 7 A- 7 3.0
Aqua America, Inc. (4) NR -~ AA- 4 A+ 5 2.0
California Water Service Group (6) A2 6 NR - A+ 5 3.0
Southwest Water Company (8) NR .- NR - - NR -~ -
Average A2 6.0 A+ /A 5.5 A 5.7
Sm—— —

Notes: (1) From page 3 of this Scheduls.

(2) From Standard & Poor's U.S. Issuer Ranking: U.S. Utility and Power Companies, Strongest to Weakest. June 22, 2007

(3) Ratings and business profile are those of Goiden State Water Company

(4)  Ratings and business profile are those of Aqua Pennsylvania. Inc,

(5) Ratings and business are a composite of those of Artesian Water Company and Southwood Water Company.

(6) Ratings and business profile are those of California Water Service Company.

(7) Ratings and business position are those of The Connecticut Water Company

(8) Ratings and business position are those of San Jose Water Company.

(9) Ratings and business position are a composite of those of Hornsby Bend Utility Co., New Mexico Utilities. Inc., Suburban

Water Systems, and Windermere Utility Co.
Source of information: Moody's investors Service

Standard & Poor's Global Utilities Rating Service

6 Jo z ebey

01-VIAd ainpayos

‘ON Hquxy



Exhibit No. ___
Scheduie PMA-10

Page 3 of 9
Utilities Services of South Carolina, Inc.
Numerical Assignment for
Moody's and Standard & Poor's Bond Ratings
Moody's Numerical Standard & Poor's
Bond Rating Bond Weighting Bond Rating
Aaa 1 AAA
Aa1l 2 AA+
Aa2 3 AA
Aa3 4 AA-
A1l 5 A+
A2 6 A
A3 7 A-
Baat 8 BBB+
Baa?2 9 BBB
Baa3 10 BBB-
Ba1 11 BB+
Ba2 12 BB

Ba3 13 BB-



Mgody's
Comparison of interest Rate Trends

for the Three Months Ending May 2007 (1}

Spread - Corporate v. Public Utility Bonds

Spread - Public Utility Bonds

Corporate Aa (Pub. A (Pub. Utit,) Baa (Pub.
Bonds Public Utility Bonds Util.y over over Aaa Util.) over
Years Aaa Rated Aa Rated A Rated Baa Rated Aaa (Corp.) (Corp.) Aaa (Corp.) A over Aa Baa over A
March-07 5.30 % 5.66 % 5.85 % 6.10 %
April-07 5.47 5.83 5.97 6.24
May-07 5,47 5.86 5,99 6.23
Average of Last
3 Months 5.41 % 5.78 % 5.94 % 6.18 % 037 % 0.53 % 0.78 % 0.16 % 025 %
Notes: (1) All yields are distributed yields.

Source of Information: Mergent Bond Record, June 2007, Vol. 74, No. §
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Utilities Services of South Carolina, Inc.
Judgment of Equity Risk Premium for
the Proxy Group of Eight AUS Utility Reports Water Companies, the
Proxy Group of Four Value Line (Standard Edition) Water Companies

Proxy Group of Four

Proxy Group of Eight Value Line (Standard
Line AUS Utility Reports Edition) Water
No. Water Companies Companies
1. Calculated equity risk
premium based on the
total market using
the beta approach (1) 40 % 4.4 %
2. Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with A rated bonds (2) 4.4 44
3. Average equity risk premium 4.2 % 4.4 %

Notes: (1) From page 6 of this Schedule.
(2) From page 8 of this Schedule.



Utilities Services of South Carolina, Inc.

Exhibit No ____
Schedule PMA-10
Page 6 of 8

Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for

the Proxy Group of Eight AUS Utility Reports Water Companies, the

Proxy Group of Four Value Line (Standard Edition) Water Companies

Proxy Group of Four Value

Line Proxy Group of Eight AUS Line {(Standard Edition)
No. Utility Reports Water Water Companies
1 Arithmetic mean total return rate on
the Standard & Poor's 500 Composite
Index - 1926-2006 (1} 123 % 123 %
2 Arithmetic mean yield on
Aaa and Aa Corporate Bonds
1926-2006 (2) (6.1) (6.1)
3 Historical Equity Risk Premium 6.2 % 6.2 %
4 Forecasted 3-5 year Total Annual
Market Return (3) 98 % 9.8 %
5 Prospective Yield an Aaa Rated
Corporate Bonds (4) 6.1) (6.1)
6 Forecasted Equity Risk Premium 3.7 % 3.7 %
7 Average of Historical and Forecasted
Equity Risk Premium (5) 50 % 50%
8 Adjusted Value Line Beta (6) 0.80 0.88
9 Beta Adjusted Equity Risk Premium 4.0 % 44 %

Notes: (1) From Stocks Bonds Bills and Inflation - Market Results for 1926-2006 - 2007 Yearbook V.

Morningstar, Inc., 2007 Chicago, IL
(2) From Moody's Industrial Manual and Mergent Bond Record Monthly Update
(3) From page 3 of Schedule PMA-11

aluation Edition

(4) Average forecast based upon six quarterly estimates of Aaa rated corporate bonds per the consensus of
nearly 50 economists reported in Blue Chip Financial Forecasts dated July 1, 2007 (see page 7 of this

Schedule}. The estimates are detailed below

Third Quarter 2007 59 %
Fourth Quarter 2007 6.0
First Quarter 2008 6.1
Second Quarter 2008 6.1
Third Quarter 2008 6.1
Fourth Quarter 2008 6.2
Average 6.1 %

(5) Average of the Historical Equity Risk Premium of 6 2% from Line No. 3 and the Forecasted Equity Risk

Premium of 3.7% from Line No. 6 {(6.2% + 3 7%) / 2 = 4 95%, rounded to 5.0%.
(5) From page 9 of this Schedule



[2 ® BLLUE CHIP FINANCIAL FORECASTS W JULY 1, 2007

|

Interest Rates
Federal Funds Rate
Prime Rate

LIBOR, 3-mo.
Commercial Paper, 1-mo.
Treasury bill, 3-mo.
Treasury bill, 6-mo.
Treasury bill, 1 yr.
Treasury note, 2 yr.
Treasury note, 5 yr.
Treasury note, 10 yr.
Treasury note, 30 yr.
Corporate Aaa bond
Corporate Baa bond
State & Local bonds
Home mortgage rate

Key Assumptions
Major Currency Index
Real GDP

GDP Price Index
Consumer Price Index

'Individual panel members’ forecasts are on pages 4 through 9 Historical data for interest rates except LIBOR
available from The Wall Street Journal. Definitions reported here are same as those in FRSR R 15 Treasury yields
U S. Federal Reserve Board’s Major Currency Index is from FRSR H 10 and G 5 Historical data for Real GDP and G
Analysis (BEA) Consumer Price Index (CPI) history is fro
data through the week ended June 15™ Data for 20 2007
Chained Price Index and Consumer Price Index are consensus

Exhibit No. __
Schedule PMA-10
Page 7 of 9

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions’

History Consensus Forecasts-Quarterly Avg.
------- Average For Week Ending-—---- ----Average For Month-— Latest Q| 4Q  3Q 1Q 2Q 3Q 4Q
Jun15 June8 Junl May25 May Apr.  Mar. 202007%| 2007 2007 2008 2008 2008 2008
5.26 5.24 5.28 5.24 5.25 5.25 5.26 525 52 52 52 5.1 5.1 5.1
8.25 8.25 8.25 8125 8.25 8.25 8.25 825 8.2 8.2 82 81 8.1 8.1
5.36 5.36 5.36 536 5.35 5.35 5.35 534 54 54 53 53 53 5.2
5.26 522 5.24 5.23 5.22 5.23 5.23 523 5.3 53 52 52 5.2 5.2
4.66 48 4.82 4.90 4.87 5.01 5.08 487 4.9 49 49 49 49 49
493 4.97 4.98 5.00 4.98 5.07 5.10 500 56 50 50 50 50 50
4.98 4.98 4.96 4.95 4.91 4.93 4.92 4.94 50 56 50 50 50 50
5.06 4.99 492 4.84 477  4.67 4.57 482 50 51 51 50 51 51
5.13 4.98 4.86 477 4.67 4.59 448 477 51 51 51 51 51 51
5.20 5.02 4.90 4.84 4.75 4.69 4.56 185 51 52 52 52 53 53
5.29 5.32 5.02 4.99 49 4.87 4.72 499 53 53 53 53 54 54
5.89 567 5.58 5.55 5.47 5.47 5.30 5.57 59 60 61 61 61 62
6.79 6.62 6.51 6.47 6.39 6.39 6.27 6.50 68 69 790 70 71 71
4.64 4.54 4.41 4.38 4.31 4.26 4.15 439 4.7 47 48 48 48 438
6.74 6.53 6.42 6.37 626  6.18 6.16 6.36 66 67 67 67 68 638
History Consensus Forecasts-Quarterly Avg.
3Q 4Q 1Q 2Q 3Q 4Q 1Q 20 30 4Q 1Q 20 4Q 3Q
2005 2005 2006 2006 2006 2006 2007 2007 |2007 2007 2008 2008 2008 2008
84.7 85.8 84.9 82.2 81.7 81.6 81.9 793 796 786 783 780 719 780
4.2 1.8 5.6 26 2.0 2.5 0.6 31 26 27 29 29 29 30
33 33 33 33 1.9 1.7 4.0 31 23 22 24 22 2.2 2.1
55 3.5 1,8 5.1 3.0 -2.0 3.8 5.2 26 21 25 25 24 22

U.S. Treasury Yield Curve
Week ended June 15, 2007 and Year Ago vs.
3Q 2007 and 4Q 2008 Consensus forecasts

6.00 6.00
-—-—-Year Ago
575 -—X— Week ended 6/15/07 Y578
—&~—— Consensus 4Q 2008

550 ——~4—- Consensus 3Q 2007 4550

§ s254 -+ 525
: |
5.00 - - 5.00
4.75 L 4.75
b
4.50 4 t + ¥ 3 4.50
3mo 6mo yr 2yr Syr 10yr 30yr
Maturities
Corporate Bond Spreads
As of week ended June 15, 2007

400 400
375 } Baa Corporate Bond L 375
ggg ¥ Yield minus 10-Year T ggg
300 3 T-Bond Yield j e
275 % + 275
250 + + 250
2 225 + 225
§ 200 :E -+ 200
w 175 4 + 175
3 150 % f 150
125 1+ | 125
100 F [ 100

75+ Aaa Corporate Bond Yield 75

50 + minus 10-Year T-Bond Yield 50

25 25

07 : t $ + } } + t Lo

1998 1999 2000

2001 2002 2003 2004 2006 2006 2007

is from Federal Reserve Release (FRSR) H 15, LIBOR quotes
are reported on a constant matunity basis Historical data for the
DP Chained Price Index are from the Bureau of Economic
m the Department of Labor’s Bureau of Labor Statistics (BLS)
Major Currency Index also is based on data throngh week ended June 15™. Figures for 20 2007 Real GDP, GDP
- forecasts based on a special question asked of the panel members this month.

“Interest rate data for 2Q 2007 based on historical

U.S. 3-Mo. T-Bills & 10-Yr. T-Note Yield

{Cuarterly Average) History Forecast
7.50 7.50
7.00 4 + 7.00
650 + Consensus 1 650
6.00 + ~ 4+ 6.00
5.50 \/ \ ?g 550
5.00 4 4 + 500
£ 450 % A F 4.50
400 3 L 400
g 3.50 + 350
3.00 3 10-Yr. T-Note £ 300
250 % Yield. Consensus X 250
200% + 2.00
1.50 + + 1.50
o0} 3-Month T-Bill Yield £ 1.00
0 50 e 0.50
i@ 1@ 1@ 1@ 1o a1 1@ 1 1a 1a
1998 1998 2000 2001 2002 2003 2004 2005 2006 2007 2008
LL.S. Treasury Yield Curve
As of week ended June 15, 2007
400 400
ggg q 10-Year T-Bond 4: g—gg
325 3. Constant Maturity 4 325
300 4 Yield minus 3-Month | 300
3023 T»;“ in on 3%
250 3 T-BH constant + 250
225 3 Maturity Yield £ 225
a 200 4 + 200
€ 1751 + 175
£ 150 + 150
2 125 % + 125
g 100 + 100
75 +75
50 ] -~ 50
25 % -k 25
] t t + + + + + 4 +—F 0
253 - -25
-50 ] + -50
-75 % +-75
-100 3 -100
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
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Utilities Services of South Carolina, Inc.
Derivation of Mean Equity Risk Premium Based on a Study
Using Holding Period Retums of Public Utilities

Over A Rated
Public Utility Bonds
AUS Consultants -
Utility Services
Study (1)
1
1928-2005
Arithmetic Mean Holding Period
Returns (2):
Standard & Poor's Public
Utility Index 11.0 %
Arithmetic Mean Yield on:
A Rated Public Utility Bonds (6.6
Equity Risk Premium 4.4 %

S&P Public Utility Index and Moody's Public Utility Bond Average Annual
Yields 1928-2005, (US Consultants - Utility Services, 2006).

Holding period returns are calculated based upon income received
(dividends and interest) plus the relative change in the market value of a
security over a one-year holding period.
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Utilities Services of South Carolina, Inc.

Value Line Adjusted Betas for
the Proxy Group of Eight AUS Utility Reports Water Companies, the
Proxy Group of Four Value Line (Standard Edition) Water Companies

Proxy Group of Eight AUS
Utility Reports Water

American States Water Co.
Agua America, Inc.

Artesian Resources Corp.
California Water Service Group
Connecticut Water Service Inc.
Middlesex Water Company
SJW Corp.

York Water Co.

Average

Proxy Group of Four Value Line
(Standard Edition) Water
Companies

American States Water Co.
Aqua America, Inc.

California Water Service Group
Southwest Water Company

Average

NA = Not Available

Value Line
Adjusted
___Beta

0.80
0.90
NA
0.90
0.90
0.85
0.70
0.55

0.80

0.80
0.90
0.90
0.90

0.88

Source of Information: Value Line Investment Survey, April 27, 2007

Standard Edition and Small and Mid-Cap Edition
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Utilities Services of South Carolina, Inc.
of the Capital Asset Pricing Model for
the Proxy Group of Eight AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line (Standard Edition) Water Companies
Line Proxy Group of Eight AUS Proxy Group of Four
Utility Reports Water Value Line (Standard
No. Companies Edition) Water Companies
1 Traditional Capital Asset
Pricing Model (1) 10.2 % 104 %
2. Empirical Capital Asset
Pricing Model (1) 10.2 % 10.6 %
3. Conclusion 10.2 % 10.5 %

Notes: (1) From page 2 of this Schedule.
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Schedule PMA-11

Page 2 of 3
Ulilities Services of South Carolina, Inc.
Indicated Common Equity Cost Rate Through Use
of the Capital Asset Pricing Model
1 2 3
Company-Specific CAPM Result
Value Line Risk Premium Including
Adjusted Based on Market Risk-Free
Bela Premiumof 5.8% (1) Rate of 53% (2)
Traditional Capital Asset Pricing Model (3)
Proxy Group of Eight AUS Utility
Reports Water Companies
American States Water Co 080 46 % 99 %
Aqua America, Inc 0.90 52 105
Artesian Resources Corp NA NA NA
California Water Service Group 0.90 52 105
Connecticut Water Service Inc 0.90 52 10.5
Middlesex Water Company 085 49 10.2
SJW Corp 0.70 41 94
York Water Co 0.55 32 85
Average 0.80 4.6 % 10.2 % (4)
Proxy Group of Four Value Line
(Standard Edition) Water Companies
American States Water Co 0 80 46 % 99 %
Aqua America, Inc. 090 52 105
California Water Service Group 090 52 105
Southwest Water Company 0.90 5.2 10.5
Average 0.88 51 % 10.4 % (4)
Empirical Capital Asset Pricing Model (5}
Proxy Group of Eight AUS Utility
Reports Water Companies
American States Water Co 080 49 % 102 %
Aqua America, Inc 090 54 10.7
Antesian Resources Corp. NA NA NA
California Water Service Group 090 54 107
Connecticut Water Service Inc 0.90 54 107
Middlesex Water Company 0.85 51 10.4
SJW Corp. 0.70 45 98
York Water Co 0.55 3.8 9.1
Average 0.80 48 % 10.2 % (4)
Proxy Group of Four Value Line
(Standard Edition) Water Companies
American States Water Co 0.80 49 % 102 %
Aqua America, Inc. 0.90 54 107
California Water Service Group 0.90 54 10.7
Southwest Water Company 0.90 5.4 107
0.88 53 % 108 %(4)

See page 3 for notes.
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Utilities Services of South Caroling Inc.
Development of the MarketRequired Rate of Return on Common Equity Using
the Capital Asset Pricing Model for
the Proxy Group of Eight AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line (Standard Edition) Water Companies
Adjusted to Reflect a Forecasted RiskFree Rate and Market Return

Notes:

(1) From the three previous month-end (Apr. ‘07 — Jun. '07), as well as a recently available (Jul. 13, 2007),
Value Line Summary & index, a forecasted 3-5 year total annual market return of 9.8% can be derived
by averaging the 3-month and spot forecasted total 3-5 year total appreciation, converting it into an
annual market appreciation and adding theValue Line average forecasted annual dividend yield

The 3-5year ayerage total market appreciation of 37% produces a four-year average annual
return of 8.19 % {(1.37°°) - 1). When the average annual forecasted dividend yield of 1.62% is added,
a total average market return of9.81%, rounded t0 9.8% (1.62% + 8.19) is derived.

The 3-month and spot forecasted total market return of 9.8% minus the risk-free rate of 5.3%
(developed in Note 2) is 4.5% (9.8% - 5.3%). The Ibbotson Associates calculated market premium of
7 1% for the period 1926-2006 results from a total market return of 12.3% less the average income
return on long-term U.S. Government Securities of 5.2% (12.3% - 5.2% = 7.1%). This is then
averaged with the 4.5% Value Line market premium resuiting in a 5.8%, market premium. The 5.8%
market premium is then multiplied by the beta i column 1 of page 2 of this Schedule.

{(2) Average forecast based upon six quarterly estimates of 30-year Treasury Note yields per the
consensus of nearly 50 economists reported in the Blue Chip Financial Forecasts dated July 1, 2007
(see page 7 of Schedule PMA-10.) The estimates are detailed below’

30-Year
_Treasury Note Yield

Third Quarter 2007 5.3%
Fourth Quarter 2007 53
First Quarter 2008 53
Second Quarter 2008 53
Third Quarter 2008 54
Fourth Quarter 2008 54
Average %

(3) The traditional Capital Asset Pricing Model (CAPM) is applied using the following formula:
Rs = Re + B (Rm - Rr)

Where Rs = Return rate of common stock
Rr = Risk Free Rate
B = Value Line Adjusted Beta
Rwm = Return on the market as a whole

(4) Includes only those indicated common equity cost rates which are above 8.2%, i.e., 200 basis points
above the prospective yield of 6.2% on A rated Moody's public utility bonds (page 1 of Schedule PMA-
10)

(5) The empirical CAPM is applied using the following formula:
Rs=Re+ 25(Ru -Re ) +.75B (Ru -Re)

Where Rs = Return rate of common stock
Rr = Risk-Free Rate
B = Value Line Adjusted Beta
Rwm = Return on the market as a whole

Source of Information:. Value Line Summary & Index
Blue Chip Financial Forecasts, July 1, 2007 ]
Value Line Investment Survey, April 27, 2007, Standard Edition and Small and Mid-Cap
Edition
Stocks. Bonds. Bills and Inflation — Market Results for 1926-2006 — Valuation Edition 2007
Yearbook , Morningstar, Inc., Chicago, L
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Utilies_Services of South Caroling, Ing,
Cemparable Earnings Analysts
fat 2 Proxy Group of One Hundred Forty-Two Non-Utiity Campanies Comparable to the

Prex f Eight AUS Utilty Repo r Companigs (1
Slandard Rate of Return on Book Common Equity, Net Worth or Partners’ Capital

Proxy Group of Ona Hunared Farty-Two Nan-Utiity Errer Standard S-year Average (2} 5-Year Projecied (3
Companies Camparable to ihe Proxy Group of Eight Adi Unadj of the Dewation Studant's Student's
AUS Utilty Reports Water Companies (1) Bete Befa Regression of Beta 2002 2003 2004 2005 2006 Percent T-Statistic Percent T-Statistic
Tore Co. 1.00 093 28213 20918 T 1858 6.0 82 29 248 n.4s 330 (4 264
Tolal System Sves. 1.00 0.95 3.5679 0.112% 209 19.2 17.4 19.2 208 19.4 0.09 14.0 (0.48}
Tupperware Brands 1.00 0.96 3.4380 0.1080 423 210 299 25.7 22s 286 1.04 205 0.59
Un#tedHealth Group 0.65 0.46 3.2754 0,1029 305 358 241 18.6 20.0 256 Q.75 250 1,33
Unnerssl Health Sv '8’ 0.75 0.57 3.5183 0.1105 19.0 77 13.2 13.2 10.8 148 (0.38) 12.0 (0.80)
WD-40 Co. 0.85 0.74 3.5600 o.1118 305 279 228 2186 18.2 4.2 0.58 16.0 (0.15)
Washington Group int'l 095 0.87 3.3956 0.1167 6.3 6.4 1.0 7.8 10.1 75 (1.13) 110 (0.87)
WellPoint Inc. 0.85 0.7% 3.629 0.1140 9.4 124 5.4 10.0 12.5 9.9 {0.891 12.5 (0.72y
Wotvering Worled Wide 0.95 0.87 3.3135 0.1041 13.0 120 14.4 16.1 16.4 14.4 (0.42} 17.0 0.02
Zebra Techn, ‘A" 1.00 0.96 3.6256 0.1139 13.4 14 15.1 131 13.0 137 (0.48) 12,0 (0.80}
Zimmer Heldings 0.7 0.60 3.4973 0.1098 0.4 9.3 15.2 6.5 7.0 2.7 0.74 19.0 0.3¢
Avarags for the Non-Utiity Group 0.89 0.79 3.2264 0.1014
Avaerage for the Proxy Group of Eight
AUS Utiffty Reponts Water Companies 0 B0 0.87 3.2277 (5) 0.1014
Mesn 17.1% 16.2%
Conclusion (8} 16.7%  (6)
Conservativa Maan (7} 14.4% 14.2%
Conservative Conclusion {8) 14.3% {8}

See pages € and 7 for noles.
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Ublibes Senvicey of South Carpiina, !n:
Comparable Eamings Analysis
for a Proxy Group af One Hundrad Seventy-Thren Non-Utiity Companies Comparabie fo the
Brox; )

1 Foyr Value Lin W 1 r Gompan
Standard Rate of Rotum on Book Common Egquity, Not Werth or Partnors’ Capital

Proxy Group of One Hundred Seventy-Three Non-Utity Ermror Standard S-ywar Aversge (7] §-Yeat Projectad (3
Companies Comparabla o the Proxy Group of Four Unaol, o the Ooviaven Stider's Students
Valve Line (Standard Edan} Water Companies (9) Bets Regression of Betg 2002 %03 _2004  _2005 2006 Porzent T-Statistic Percent T-Stbstc
ABM Industrios Inc 0.66 3.1680 0.0995 121 % B2 % 95 % 96 % 89 0.7 % (©.86) 130 % (0.55)
Apooft Labs. Q.78 2840 0.0926 304 %6 248 27 73 272 197 s 105
Advance Auto Parts 0.84 3.5672 0.1120 207 254 %3 %5 24 241 073 200 070
Argas tne. 091 3.23% 01015 " "8 13 137 137 124 056 150 (0.20)
Abany Inti'A" 1.03 29631 0.0931 127 1.8 98 129 128 122 (0.58) 129 {0.64}
Albemarie Corp. 1.07 28012 0.0880 126 103 0.8 1.8 19.2 128 {050 18.0 034
Altergan inc. 0.74 29827 0.0831 245 44 B2 30.4 144 28,0 1.26 18.0 034
Allied Capital Corp. 068 Ny 01040 ACR 100 12.6 333 a6 15.8 {0.19) D8 0.96
Amor. Cap. Stategies 0.97 3.0704 00984 "o 20 1.8 108 9.8 1.9 0.62) 185 007
Armer. Greetings 078 3.2385 0.1017 12 83 78 74 25 74 (111 95 (1.18)
AmansourceBergan 0.70 4158 0.1073 10.8 1.2 108 83 11.6 105 .77 120 [(-Re)
Anadsrke Potroleum 083 z1e 01012 1.8 14.4 17.2 23 187 16.9 (0.0N 140 {0.38)
Annaly Capital Mgmt 088 3.9994 0.1008 203 157 146 49 586 122 (0.58) 15.0 (0.20)
Apache Corp, 0.80 33705 0.1089 "ns 19.1 204 209 93 9.0 618 110 080
Appiebaee’s int! 073 32244 01013 201 216 23 247 180 25 0.46 18.0 034
Apna Healthcarn 063 35143 01104 294 37 85 56 180 %8 1,00 120 ©.73
Arghor Daniels Midid 072 3433 0.1080 68 6.2 8.7 109 13.4 9.4 (0.891 125 (0.64)
Arrow [ntt 0.57 TR 01028 131 13.3 125 83 107 1.8 0,65 e (0.38}
Bames Growp c.8¢ 35388 L. XA 120 103 108 135 142 12,4 (0.56 165 007
Bed Bath & Bevond 050 33082 0.1038 08 2.1 29 253 e n4 0.54 o 1,06
Beridoy (W.R.) 0.88 27787 0.0873 104 +7.0 195 bk g 2038 177 0.02 125 0.64)
Biomet 0.61 30021 0.0952 204 2.3 28 28 262 28 0.88 25 0.98
Black & Decker 0.65 0279 0.0951 436 365 28.3 387 a8 72 %) 216 20 0.88
Bob Evans Farms 0.75 3.0103 0.0945 13.4 1.4 57 68 75 € 90 0.93 120 .73
Bordars Group 0.88 3.1287 0.0983 108 106 12 10.8 35 96 0.8n 100 (1.09
riggs & Strattan 102 3.3685 0.1058 "8 157 166 181 9.9 140 {0.38) 165 007
Srinker intY oM 34217 o.1077 170 16.1 207 8.0 180 180 008 2.0 .23
Beistol-Myars Squibb 0.8 29572 0.0828 27 N7 04 %8 136 ne (14 25 132
Brown & Brown 087 28477 0.0885 212 222 06 19.7 105 204 0.32 55 @1
Buzkly (Theline. 0.78 36135 0.1135 121 1.3 120 173 19.4 14§ (0.32) 17.0 0.1
C.H. Robinsan ast 23881 0.1054 s 2t F-A %1 283 242 C.74 %0 1.59
CBRL Grovp 071 3.4492 ©0.1083 iy 3.4 13.2 146 38 183 009 155 @10
CDW Corp. 0.82 3.4887 0.1086 2.0 165 19.4 25 03 195 ox 165 0.07
CLARCOR Inc. 085 29116 Q0914 148 147 1438 15.8 5.4 5.1 (0.26) 140 (@36
CSX Corp. o 28303 0.0920 7.8 63 6.8 87 s 84 {3.00} 135 {0.46)
CVS Caremark Corp, Q.70 30918 2.0971 138 1 w1 541 135 37 ©.42) 115 10.82)
Cabot Corp. 082 33320 0.1047 129 1.8 102 18 L1 108 ©.73) 13.0 (0.55
Carlislo Cos. 0.92 29243 000y 131 141 189 183 88 162 @14 15.0 ©.2
Cusoy's GenT Stores. 094 382 0.1018 98 83 9.1 120 100 E 9.4 (@.85) 130 {0.5%)
ChaicsPoint inc., Q.91 32895 09033 19.¢ 6.1 150 16.0 29 17.4 (©0%) 160 (@.02)
Coca-Cola Botting 0.56 34431 0.1081 69.0 585 39 305 247 433 (41 284 70 1.98
Calumbia Sportswar 1.0 3.4588 0.1089 F1N4 8.7 1.8 176 18 8.1 007 15.0 ©.200
Commerce Bancord NJ 0.88 3ze 01012 158 15.2 16.4 123 1n.2 142 (0.38) 145 (0.29)
Con-way inc. Q.99 33330 0.9047 89 105 19.4 244 83 185 an 155 {0.11)
Constellation Brands 066 35421 0.1113 16.4 12 1.3 128 125 € 128 ©.52) 165 0.07
Com Products Intt 082 3.2904 0.1633 78 83 87 74 9.3 83 (101} 178 025
Corporate Executiva 078 3.5080 0.1102 129 181 16.4 185 29 186 012 185 0.43
Correctons Corp. Amer. 083 3.3849 0.1063 “s 192 77 80 0.1 "ne (082} 140 (0.38)
Cestes Whalassle a7t 3.007% 0.0944 123 1 118 11 121 18 (0.885 120 ©7%
Crane Co, 084 28063 0.0881 3.9 133 177 8.1 8.1 182 (0,14} 14.0 (0.38)
Curtiss-Wright 089 3.2501 0.1021 161 0.9 193 1.3 1w0.e 109 (0.73) 1.5 (0.82)
Cyure Inds, 1.06 3.0942 0.0872 133 120 132 14 106 121 (0.59 16.0 {0.02)
DaVits Inc. 078 3.1068 0.0976 2103 832 415 244 a3 J04 (4 578 175 0.5
Datscope Carp. ER1] 15476 01114 83 7.9 8.2 $S 9.1 80 (1.04) 9.5 (1.18)
Daorv & Co. 0.98 2871 0.0802 101 16.1 2n7 ki 18.4 177 Q. 175 028
Def Monte Foods 085 293172 0.0916 141 168 126 104 05 E 12.8 (0.52) ms 0.82)
Dell Inc. o84 33444 0.1050 35 421 812 826 €85 E 9.8 (4 4 35 (4 278
Diebotd Inc. 0.87 3.05720 0.0960 168 182 146 138 1.2 13.9 (G.40) 205 078
Dionex Corp. 0.84 3.1400 0.0986 o 9.7 26 29 193 a8 0.4¢ 240 1.4
Doraldsan Co. oa1 28322 0,08%0 7 73 19.6 FAR] 212 2.7 048 155 {0.11)
ESCO Tochnalogies 095 3.5629 00119 71 120 1128 132 83 06 144 1o (@.38)
Eost West Bancorp 0.84 3.4143 0.1072 16.1 16.3 18.2 14.8 14 18.3 (0.28 2.3 (0.48)
Eastman Cherveal agé 3,0038 0.0943 6.7 7.2 185 0.1 28 182 10.141 20 1,08
Edwards Lifesciencos 0.53 28400 0.0882 15.4 152 168 ALA 17.0 16.5 @ 18.0 (0.0
Energizer Holdings 063 3,3041 0.1038 6.4 2.0 455 63.2 1225 557 (4) “0 0 105
Ethan Allen Interiors 1.00 3.1982 Q1005 187 155 18.3 18.4 212 182 0.08 15.0 (0.20)
Fannis Mas 095 2790 0.0877 286 3.2 128 18.0 120 E 22 0.52 128 (0.84)
GAK Services "A’ 110 34598 0.1087 112 89 03 B4 76 89 (0,95 95 {1.18)
Genlvte Group Q.88 3.5243 Qa7 40 ns 2 156 180 14.5 (0.33) 135 0.46)
Griffon Com. 0.8¢ 3.2 0.1044 1.6 15.1 169 125 26 13.9 (0.40) 135 (0.46)
HNI Corp. 068 28534 0,0888 4.1 138 174 27 23 185 an 180 0.34
Hancock Holding 0.83 30418 0.095§ 12.0 128 125 n3 158 128 (.51 13.0 {0.55)
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Proxv Graup of One Hundrod Seventy-Three Non-Ubiity
Compames Comparable t the Proxy Group of Four
Valua Ling {Standard Edition) Water Companiss (9)
Harlev-Davidson

Hamah'e Entersan.

Hasbre (ne,

Hoaltheare Rty Trusi

Homa Depot

1DEXX Labs.

1HOP Corp.

Imaven Corp

tett Game Toch.

(avacare Corp.

tron Mountain

Jones Apparel Group

Kaydon Corp.

Kellwoad Ca,

Kont's Corp.

L-3 Communie Hidgs

(ancaster Colony

(Lauder (Estoo)

Loggen & Plax

Lty (E1y

Uinesin Elec Hidgs

Liz Claiboms

Lowe's Cos.

Manor Cars

Marathon Qil Com.

Masca Corp.

Matte! Inc.

Makhews et

MaKessan Comp.

Miflipors Corp.

Murphy Oil Corp.

New Yark Community

Newell Rubbermaid

Nable Energy

Nordson Corp,

Norfolk Southern

O'Ruflly Automotive

Oecidental Petroleum

Qshkash Truck

Overseas Shiphoiding

Owans & Minor

Pacific Cap. Bancorp

Pactv Camp.

Pull Corp.

Papa John's intl

Penn Virgims Res.

Penn. R.ELT.

Pentair (nc.
Popsi Botgin
Pemigo Co.
Phizer Inc.
Philiips-Van Heusen
Pogo Producing
Polo Ralph Lauren "A"
Poal Corp.

Quaker Chomicel
Quest Diagnostes
RARE Hospiality
RLi Corp.

RPM Intt
Regel-Beloit

R

Respronica inc.
Ropar inds,

SUPERVALU INC.
Schein (Henry)
Scotts Miracle-Gro
Sensient Techn,
SarvicaMester Co.
Smithfisld Foods.
Sorve Comp,

5L Joo Corp.
Standox Intl

for 3 Proxy Graup of One Hundred
B f FQur,

Standsrd
Error
of the
Regrossion
3.2512
28778
2.9080
29243
31419
38329
31126
3817
35032
3.2844
3.0148
3.0049
2.9492
3.4702
3.5858

3.3891

Ublies Services of Soi rol
Cermparable Eamings Ansivais

Stndard
Dewiaton

of Baa

03021
0.0904
0.0913
0.0918
0.0987
01110
0.0878
0.1103
0.4100
01032
0.0947
0.0944

01036

0.0948
0.0924
0.0880

0.1056
0.0959
0.1064

[

Comganios C

Thrae Non-Utility

o the

o Liny ndard Egifion) Yyater Compamey (9)
Rats of Rotum on Book Comman Equity. Net Whrth or Partrors’ Capital
S ygar Average (2) 5-Vaar Projectad (3)
Students Studont’s
2002 2003 2004 2005 2008 Parcent Y.Statistc Percent T-Staiste
260 257 78 ans 7.8 E-X 1,33 260 177
29 "y 158 84 02 15.4 0.23 130 10 55!
(X 153 133 138 150 33 (0,48 210 0.88
9.0 77 50 41 4s 6.1 {1.25) 65 (7
185 18.2 07 27 pali] 208 0.34 16.0 0.34
138 14.9 18.8 25 2.4 18.1 0.07 175 025
n2 "t 120 18.0 183 128 Q.51 2.0 070
93 9.4 54 96 83 84 (.00 85 (1.36)
0.2 2 253 3 22 ne 0.58 248 150
135 "e 10.0 T2 78 10.0 (0.82) 9.5 (118}
7.1 79 7 83 83 79 (1.05 120 (.73
187 129 1.4 1y 1.4 127 (0.53) "s (0.62)
0.1 108 124 128 16.0 125 (0.55) 145 {0.29)
92 "3 9.7 7.8 8.7 89 ©.931 50 ¢an
183 141 147 141 19.8 182 ©.14) 178 025
9.6 108 0.1 13 1.9 67 ©.97 125 (0.641
165 16.1 13.4 13.0 153 14.9 ©.20) 15.0 (0.200
158 187 217 256 %7 215 0.44 70 (4 373
e a7 123 123 125 1.7 (0.64) s @2
327 28.6 231 201 s 300 137 55 1,68
172 "7 148 7.4 200 16.2 (4 ©.14) 145 (@29
118§ 1.7 173 15.8 145 36.8 212 95 [ARLH
177 18.1 189 193 19.7 18.7 0.13 150 (0.20)
13.0 136 i7.1 208 324 18.4 0.21 180 0.3¢
(K] 187 152 %1 37 204 032 175 22
14.8 157 19.8 180 19.8 176 0.01 180 0.34
26 29 73 E-1} 218 31 062 250 1.59
KA s e 178 16.6 182 .08 145 10.29)
126 125 124 125 "1 12.8 0.521 120 ©7
287 0.4 155 168 165 198 025 2.0 a.88
54 13 178 210 149 146 ©.32) 98 01.18)
19.0 85 172 185 iy 8.1 oor 150 (©.20)
05 2012 286 53 248 a6 .56 0 1.05
7 131 24 2.4 2.1 187 20 70 (1.63)
17 w7 15.8 7 z7 $7.% (0.04) 150 ©.20
7.1 76 109 125 15.4 107 (0.751 128 CL]
126 128 124 129 (LR 130 040 130 (0.55)
16.2 L3 254 8.4 27 a2 052 3o .55
148 146 77 198 19.4 172 003 180 2]
0 135 ar 248 193 6.2 0.4 120 (073
181 1.1 1 130 12 125 (G.44) 140 (0.38)
202 190 9.1 182 153 184 0.1 70 (183
45 .7 187 17.7 288 s .51 180 0.34
8.9 15.4 144 124 123 7 {0.53 AL .29
35.4 Ko 280 57 20 294 191 5 132
152 148 xs 20 212 184 0.2 18.0 Q.34
126 28 a8 L3 32 57 (.30 85 (1
1.7 114 95 118 1.0 AAR ©.70) 135 (0.48)
25 4 24 s 50 234 065 55 1.68
10.7 16 128 6.4 18 08 144 120 (0.55)
a3 195 26 29 1.0 70 1.04 8.0 052
"2 171 19.4 8.3 15.9 16.4 ©12) 125 (0.64)
9.9 3 15.1 138 S.4 128 (0.51} 78 (1.50)
182 130 153 150 150 147 031y Hs ©.82)
2.1 6.0 304 306 M.z 0.1 1.38 1.0 () 256
16.2 1.2 6 6.4 87 108 (0.76) 148 ©.29)
18.1 182 2 198 8.2 199 0.26 19.5 0.6%
16 120 122 126 149 27 (0.53) 125 (0.64)
84 10.8 103 140 145 16 (0.68) 128 (0.64)
18 141 145 147 18.2 147 031 180 0.34
84 6.3 s.7 1.7 148 8.7 (.97 125 (0.64)
158 154 153 138 1.7 144 (0.34) "o ©.91
19.4 160 168 27 128 188 (0.22) 148 (0.29)
e 1386 138 141 134 132 (0.4 138 (0.46)
183 9.6 8.4 120 131 23 (©.57) 1"s (0.82)
a7 23 208 182 192 208 0.33 180 0.52
123 121 11.8 "a 108 "z (0660 128 (0.64)
396 53.4 61.7 365 %5 435 (4 286 %5 168
128 13.1 133 123 BS 120 {0.60) "s (0.82)
137 129 123 13.2 12.4 13t {0.48) 16,0 (0.02)
170 143 118 28 123 130 {0.49) 20 1.08
16.2 134 115 8.1 8.4 1.9 {0.62) 1.0 .81}
140 19.4 17.4 171 171 170 {0.05) 320 (& 284
2.0 10.4 187 9.4 65 (3] (0.52) 190 (1.08)
207 197 188 196 201 19.8 0.28 8.0 17
ns 196 172 %8 105 199 0.28 85 22
4 1.1 138 144 105 122 {0.98) 15.0 (0.200
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Utlities Serv: f angli fal
Comparabie Earnings Analyars
for a Proxy Group af One Hundrod Seventy-Thres Noo-Utility Companies Comparable to the
Proxy Group of Faur Valus Line {Standard Egiton) Water Companas (8)

Standard Rate of Roturn on Book Comman Equity, Net Werth o Partnary’ Capital
Proxy Group of Ona Hundrad Seventy- Troe Nan-Utlity Error Standard Syear Avsrage (2] SVour Prowcled (3)
Compsnies Comparatia t the Proxy Graup of Four Adj Unadj of the Deviation Student's Shuden
Valus Une (Standard Edition) Water Companes (3) Bsts Bota Regrassion of Bota 2002 2003 2004 2005 Percent T-Statigtic Percent T-Statistic
Staniay Works 080 082 31858 2,089t 207 ne 02 187 198 (%] 155 ©m
Starbucks Comp. 0.75 088 3.4061 0.1070 128 128 15.8 %1 18.2 0.08 ns 114
Steak n Shake 105 1.08 2.3746 0.1060 13.8 129 126 9.8 122 (0.58) 10 ©81
Stryker Corp. 0.80 084 30723 0.0065 238 20 2.3 19.8 28 045 245 1,50
Sybase Inc. 1.00 0.96 3.5421 0.3113 137 108 87 13 1.3 (0.68) 13.8 {0.48)
TJX Camganies 0.95 086 3.1085 0.0976 41.0 424 a3 338 384 (%) 230 360 (4) 355
Yarget Corp. 100 1.00 3086 0.0968 1.5 16.6 145 17.8 16.7 (.09} 19.5 061
Tochne Corp. 1.10 1.08 3.6070 0.4133 18,6 18.2 18.3 2.8 205 .33 175 0.25
Tektronix inc. 1.10 1.03 33456 0.1051 5.1 45 10.7 9.7 8.1 (103 128 (0.641
Tennant Co 095 0.9t 32448 0.5019 8.0 BS 88 130 10.0 0.82) 120 (.73}
Thormburg Mig 0.80 0.69 3.0082 0.0945 144 14.2 130 125 124 (4 10,48 10.0 () (1.09)
Topps Co. 0.50 0.80 34131 0.1672 86 60 $9 60 E 58 (1.29) 128 (0.64)
Toro Co. 1.00 083 25218 L3 3H] 17.4 185 %0 329 248 0.80 330 (4 302
Total System Sves. 100 085 3.5679 0.1121 209 19.2 174 205 19.4 0.2 16.0 (0.38)
Tupperware Brands 1.00 0.86 3.4380 0.1080 428 210 29 15 88 1.22 05 0.79
United Stationers 110 1.10 3.1648 0.0994 7 123 134 129 128 (0.54) 128 (V.64
Unwversal Health Sv. B 078 057 25183 0.1105 19.0 177 132 108 148 (0.30) 120 ©.73)
Viad Carp. 110 1.09 2917 0,788 e 132 67 88 1.2 (0.69) 45 (1.8
WD-40 Co. 0.88 074 35600 01118 305 279 28 8.2 %3 o 180 {8.02)
Washington Group int) 095 087 3.2956 0.1167 6.3 [X] 7.0 1.1 75 {190 1.0 (©.9%)
Wemer Enterpnses 1.05 102 3.4478 0.1083 95 104 193 13 108 @76 10.5 (1.00)
Welvonne Warld Wids 095 0.87 33135 0.1041 13.0 120 144 16.4 144 (0.34y 17,0 016
Zale Carp. 1.05 1.06 35165 0.1105 10.8 5.2 T84 52 1.8 (0.6 10.0 (1.09
Zimmer Holdings: 078 0.60 3.4973 0.1038 704 8.3 162 178 87 0.90 190 0.82
Average far the Non-Utity Graup 0.92 085 32075 0.3013
Avarage for the Proxy Group of Four
Value Line (Standard Edition) Water Comparios 0.50 081 31940 (1) __0.1003
Msan 16.0% 15.5%
Conclusien (61 15.8% (6
Consarvative Mean (7} 14.3% 14.1%
Conservative Conchusion (8) 14.2% _(8)

Seo pagos & and 7 for natos.
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E Estimated

Notes: (1)

(5)

(7)

(8)

(9)

Exhibit No.
Schedule PMA-12
Page 7 of 8

Utilities Services of South Carolina, Inc.
Comparable Earnings Analysis

The criteria for selection of the proxy group of one hundred forty-two non-utility companies
was that the non-utility companies be domestic and have a meaningful rate of return on book
common equity, shareholders’ equity, net worth, or partners' capital for each of the five years
ended 2006 or projected 2010 - 2012 as reported in Value Line Investment Survey (Standard
Edition). The proxy group of one hundred forty-two non-utility companies was selected based
upon the proxy group of eight AUS Utility Reports water companies’ unadjusted beta range of
0.37 - 0.97 and standard error of the regression range of 2.8023 — 3.6531. These ranges are
based upon plus or minus three standard deviations of the unadjusted beta and standard
error of the regression as detailed in Ms. Ahern’s direct testimony. Plus or minus three
standard deviations captures 99.73% of the distribution of unadjusted betas and standard
errors of the regression.

Ending 2006.
2010 - 2012.

The Student’s T-statistic associated with these returns exceeds 1.96 at the 95% level of
confidence. Therefore, they have been excluded, as outliers, to arrive at proper mean
historical and projected returns as fully explained in Ms. Ahern’s testimony.

The standard deviation of group of eight AUS Utility Reports water companies’ standard error
of the regression is 0.1418. The standard deviation of the standard error of the regression is
calculated as follows:

Standard Deviation of the Std. Err. of the Regr. = Standard Error of the Regression
J2N

where: N = number of observations. Since Value Line betas are derived from weekly price
change observations over a period of five years, N = 259

Thus, 0.1418 = 32277 = 3.2277
¥518 22.7596

Mid-point of the arithmetic mean of the historical five year average and five year projected
rate of return on book common equity, shareholder’s equity, net worth, or partners' capital.

Arithmetic mean of historical five year rates of return and five year projected rates of return
on net worth, common equity or partners’ capital excluding those 20% and greater as well as
those 8.2% or less, i.e., 200 basis points above the prospective yield of 6.2% on A rated
Moody's public utility bonds (from page 1 of Schedule PMA-10.)

Mid-point of the arithmetic mean of historical five year rates of return and five year projected
rates of return on net worth, common equity or partners’ capital excluding those 20% and
greater as well as those 8.6% or less, i.e., 200 basis points above the prospective yield of
6.6% on A rated Moody's public utility bonds (from page 1 of Schedule PMA-10.)

The criteria for selection of the proxy group of one hundred sixty-five non-utility companies
was that the non-utility companies be domestic and have a meaningful rate of return on book
common equity, net worth, or partners' capital for each of the five years ended 2006 or
projected 2010 - 2012 as reported in Value Line Investment Survey (Standard Edition). The
proxy group of one hundred sixty-five non-utility companies was selected based upon the



Exhibit No.
Schedule PMA-12
Page 8 of 8

Utilities Services of South Carolina, Inc.
Comparable Earnings Analysis

proxy group of four Value Line (Standard Edition) water companies’ unadjusted beta range
of 0.51 ~ 1.11 and standard error of the regression range of 2.7731- 3.6149. These ranges
are based upon plus or minus three standard deviations of the unadjusted beta and standard
error of the regression as detailed in Ms. Ahern’s direct testimony. Plus or minus three
standard deviations captures 99.73% of the distribution of unadjusted betas and standard
errors of the regression.

(10) The standard deviation of the proxy group of four Value Line (Standard Edition) water
companies’ standard error of the regression is 0.1403 (3.1940 / 22.7596).

Source of Information: Value Line, Inc., June 15, 2007
Value Line Investment Survey (Standard Edition)



_ Date

6-Jul-06
24-3uk-06
24-Jut-06
26-Jul-06
28-Jul-06
23-Aug-06
1-Sep-06
14-Sep-06
20-Sep-06
26-Sep-06
6-Oct-06
20-Oct-06
2-Nov-06
3-Nov-06
21-Nov-06
21-Nov-06
21-Nov-06
21-Now-06
1-Dec-06
1-Dec-06
7-Dec-06
21-Dec-06
21-Dec-06
22-Dec-06
5-Jan-07
5-Jan-07
5-Jan-07
9-Jan-07
11-Jan-07
11-Jan-07
11-Jan-07
11-Jan-07
12-Jan-07
19-Jan-07
19-Jan-07
26-Jan-07
8-Feb-07
14-Mar-07
20-Mar-07
22-Mar-07
22-Mar-07
29-Mar-07
15-May-07
17-May-07
17-May-07
22-May-07
22-May-07
23-May-07
25-May-07
5-Jun-07
13-Jun-07
15-Jun-07
18-Jun-07
22-3un-07
28-Jun-07
29-Jun-07
29-Jun-07

Utilities Services of South Carplina, Inc.
Authorized Retumns on Common Equity and
Cormmon Equity Ratios for Electric and Gas Distibulion Companies
for the Twelve Months Ended June 2007

Moody's A

Authorized Authorized Rated Public

Type of Return on Comiron Utility Bond

Company Utility State Common Equity Equity Hatio Yields (1)

Maine Public Service Etectric ME 1020 % 5000 % {2)(6) 642 %
Central Hudson Gas & Efectric Eleclric NY 960 4500 Q2147 640
Central Hudson Gas & Electric Gas NY 960 45 00 {2}(6X7) 640
AEP West Virginia Electric wv 10 .50 .- ()Y} 640
Comonwealth Edisen Eleclric |8 1005 42 B (7}%) 640
New York State Electric & Gas Eleclric NY 955 4160 7) 637
Northern Stales Power Electric MN 10 54 5167 (39 6§37
PacifiCorp Electic OR 1000 50 00 219 637
Kindes Morgan Gas wv 1100 4356 (2)(8) 637
Chesapeake Ulilities Gas MD 10.75 53 00 {2y 620
Unitil Energy Syslems Electric NH 967 4310 @) 620
Orange & Rockland Utilities Gas NY 980 48 00 {2)(a)(6} 5§20
CenterPoint Energy Minnesota Gas Gas MN 71 46 14 {3} 500
Public Servics Electric & Gas Gas N} 1000 47 40 {2} 500
Central liinois Light Electric iL 1012 4557 (U] 598
Central lilinois Public Service Electric L 1008 4892 {7y 5388
llinios Power Electric n 1008 5156 (4] 598
Consumers Energy Gas Mt 1100 3506 (3} 548
Pacificorp Electric uT 1025 . (244} 598
Public Service of Colorado Electric co 10 50 60.00 &) 598
Centrat Vermont Public Service Electric vi 10.75 5557 {2) 598
Empire District Electric Electric MO 1090 4974 580
Kansas City Power & Light Electic . MO 1125 5369 580
Green Mountain Power Electric VT 1025 52.76 2) S 80
OGE Electsic Service Electric AR 10.00 3233 () 580
Puget Sound Energy Electric WA 10 40 44 00 580
Puget Sound Energy Gas WA 10 40 44 00 580
SEMCO Energy Gas Gas MI 1100 4284 (2) 580
Metropolitan Edison Electric PA 1010 49 00 U] 580
Pennysivania Electiic Electric PA 1010 43 0D ) 580
Wisconsin Public Service Electric wi 10.90 57 46 580
Wisconsin Public Service Gas w 1090 57 .46 580
Porttand General Elecvic Electic OR 1010 5000 (5) 580
‘Wisconsin Power and Light Electric w 10 80 54 13 580
Wisonsin Power and Light Gas w 10 BO 54 13 580
Fitchburg Gas 8 Electnc Gas MA 1000 “- {214 581
PPL Gas Gas PA 10 40 5179 (5) 581
Conneclicut Natural Gas Gas (o1} 1010 5360 ) 596
Delmarva Power 8 Light Gas DE 1025 4690 (2){3) 596
Rockland Electric Electric NJ 997 46 50 (2)(6) 530
Southem Union Gas MO 10 50 36 06 580
Almos Energy Gas X 10 00 47 90 (5) 580
Appalachian Power Electric VA 1000 4111 585
Aquita Networks-MPS Electic MO 1025 48 17 585
Aguita Networks-L3P Electic MO 1025 48 17 585
Monongahela Pow /Potamac Ed Electric wv 1050 46 67 597
Union Elecinic Electric MO 1020 5222 597
Nevada Power Electric NV 1070 4729 597
Public Service of New Hampshire Electric NH 967 47 €66 {2){6) 597
Cascade Natural Gas Gas OR 1010 4500 {2) 597
Northern States Power Gas ND 1075 5159 2) 597
Entergy Arkansas Electric AR 990 3219 * 597
Public Service of Colorade Gas co 1025 6017 {2} 597
Appalachian Pow Mheeling Pow Electric wv 10.50 42 88 {2){11) 599
Arizona Public Service Eleclric AZ 1075 54 50 599
Yarkee Gas Services Gas cT 10.10 5030 (2) 599
Public Service of New Mexico Gas NM X __48.00 5%

Averagje - Al Cases 1029 % — 599 %

Average - Litigated Cases 1035 % ALz % 59 %

Prospective Yield on A Rated Public Utility Bonds

Average Spread between Authroized Retums on
Common Equity and the yleld on 10-year US
Treasury Notes for Litigated Cases

Indicated Common Equity Cost Rate

Notes:

(1

M
9)

(9}

Aciual A rated yield represents the yield of the previous month if the order was issued on or after the 2151 of each month, of the yield of
two months prior if the order was Issued on or before the 20th of each month For example, the yield for 7/17/07 is the A raled Public
Utility yield for July 2007 and the yield for 7/26/07 is the A rated Public Utility yield for Augnsl 2007

Orger followed full or partial stipulation setilement by the parties Dacnsmn ] L] seiting or
interim rale i prior to the of final order, Ity under bond and sub;ect o rehmd

Rate change to be implemented in multiple steps

Hypotheticat

Rate change applicable to electric dlslnbuﬁon rates only

Rale change app to electric and ibution rates only.

Indicated rate increase to be phased-in over 'our years, with a 6 B8% ROR authorized for 2006, § 89% for 2007, 7 09% for
2008, and 7 48% for 2009
Rate increase declined lo S114 9 million effective 1/1/07

{10) From page 1 of Schedule PMA-10
{11) Return implicitin settiement

Capital structure includes cost-free iterns or tax credit balances at the overall rate of retumn

Source of Information.

Major Rate Case Declsions - January 2005 - D ber 2006, Publi by Regul i Inc , An SNL Energy Company

Regulatory Focus - Regulatory Study, Major Rate Case Decisions - January-June 2007 July 3 2007, Published by Regutatory Research
Associates, inc , An SNL Energy Company
Mergent Bond Record Monthly Update, June 2007, Vol 74. No 6

Exbhiti No.

Schedule
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PMA-13

Spread
378 %
320
320
410
365
318
417
363
463
455
347
360
37
400
414
410
410
502
427
452
477
510
545
445
420
460
460
520
430
430
510
510
430
500
500
419
459
414
428
407
460
410
415
440
440
453
423
473
370
413
478
393
428
451
476
411
3.54

429 %

442 %
it

4.42

11.02



